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PROGRESS AND STATUS OF THE NATIONAL HIGHWAY 
PROGRAM 


MONDAY, JANUARY 7, 1957 


Untrep Starrs SENATE, 
CoMMITTEE ON Pusiic Works, 
SuspcoMMITTEE ON Pustic Roaps, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 10 a. m., in room 
412, Senate Office Building, the Honorable Albert Gore, presiding. 

Present: Senators Gore (chairman of the subcommittee), McNa- 
mara, Kerr, Scott, Case, Bush, and Kuchel. 

Also present: Senators Cotton and Hruska. 

Senator Gore. The committee will come to order. More than a 
quorum is present. 

It has been 6 months now since the Federal-Aid Highway Act of 
1956 became law. Incidentally, Mr. Secretary, I was somewhat 
chagrined during the course of the campaign last fall to hear a candi- 
date for President, by name of Dwight D. Eisenhower, in a television 
program from Lexington, Ky., claim credit for my bill. 

I suppose all is fair in love and politics. 

Senator Hruska. Who signed it, Mr. Chairman ? 

Senator Gorg. I believe he signed it, so we will have to let him be a 
part of it. 

The committee is very pleased, Mr. Secretary, to have you testify 
as the first witness before the committee on this review and study of 
the progress made, or lack of progress and the reasons therefor, on 
the highway program. 

The committee is intensely interested in removing whatever road- 
blocks may appear in order to facilitate the actual construction of high- 
ways. I believe you have a written statement. The committee will 
be pleased to have you present whatever statement you desire. 


STATEMENT OF HON. SINCLAIR WEEKS, SECRETARY OF COM- 
MERCE, ACCOMPANIED BY LOUIS S. ROTHSCHILD, UNDER SECRE- 
TARY OF COMMERCE FOR TRANSPORTATION; FREDERICK C. 
NASH, GENERAL COUNSEL; AND HON. JOHN A. VOLPE, FEDERAL 
HIGHWAY ADMINISTRATOR 


Secretary Weeks. Mr. Chairman and members of the committee, I 
am very glad to be here and to respond to your invitation to discuss 
with you the progress of this program. I think it is obviously un- 
necessary for me to point out that this is a very great program and a 
very vital program. 

I have a good report for you. First I want to express my apprecia- 
tion to the members of your subcommittee for the time and energy 
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which they devoted to legislation leading to enactment of the Federal- 
Aid Highway Act of 1956. I am certain that users of the Nation’s 
highways realize their debt to you in this respect. 

My testimony will be devoted principally to progress of the pro- 
gram in general. Mr. John A. Volpe, who is serving as Federal 
Highway Administrator under a recess appointment, will comment 
in detail on most of the items set forth in the invitation from your 
chairman. 

Six weeks after the President signed the Federal-Aid Highway 
Act of 1956, I submitted a report to him with respect to the progress 
being made in carrying out the provisions of the act, with particular 
reference to the program for improvement of the Interstate System. 

Mr. Chairman, if 1 may, I have a copy of the report I made to the 
President at that time. Perhaps you would be willing to have it 
entered into the record. 

Senator Gore. Not only willing but I would be very glad to. Do 
you have sufficient copies for the committee? If not, will you send it 
to the office of each member ? 

Secretary Weeks. I will. 

Senator Gore. Without objection the report will be included 
the record at this point. 

(The report is as follows :) 

THE WHITE HOUSE, 
August 16, 1956. 
STATEMENT BY THE PRESIDENT 


I have received a progress report on highways from Sinclair Weeks, Secretary 
of Commerce. 

I am pleased to learn that general programing of Interstate System projects 
since the Federal-Aid Highway Act of 1956 became law now exceeds $800 million. 

The States have already been authorized to proceed with advertising for 
bids on Interstate System projects costing over $36 million since the new high- 
way legislation was approved on June 29. 

One State, Missouri, has already awarded contracts totaling nearly $4 million 
for Interstate System improvements utilizing both old and new funds available. 

I am gratified to observe the initial speed with which this important program 
is developing. I am hopeful that the States will continue to move swiftly in 
advancing final project applications for construction. Prompt State action will 
help alleviate the great deficiencies in our highway systems and will convert 
the Federal fund authorizations into usable roads at the earliest possible time. 


PROGRESS REPORT FROM THE SECRETARY OF COMMERCE 


“DEAR MR. PRESIDENT: You asked me to keep you advised of the progress being 
made in carrying out the provisions of the Federal-Aid Highway Act of 1956, 
with particular reference to the program for improvement of the Interstate 
Highway System. 

“Authorizations totaling $3.7 billion have been apportioned to the States. As 
required by the act, $1.125 billion for the fiscal year 1957 were apportioned im- 
mediately upon approval of the act. In order to advance the program as rapidly 
as possible, particularly in those States having plans ready for the large amount 
of work, the authorization of $2.550 billion for the fiscal year 1958 was appor- 
tioned to the States on August 1. These apportionments include a total of $2.7 
billion for the Interstate Svstem. 

“T am pleased to report that standards for improvements of the Interstate 
System were adopted by the State highway departments on July 12, only 13 days 
after approval of the 1956 act. These high standards for improvement of the 
Interstate System have been approved by the Bureau of Public Roads of the 
Department of Commerce for application to all Interstate System improvements. 

“The State highway departments have submitted general programs for the im- 
provement of the Interstate System totaling over $800 million in cost, on most 
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of which their detailed plans and specifications and right-of-way acquisitions 
are yet to come. Meanwhile, during the period since the act was approved on 
June 29, 1956, the States have been actually authorized to advertise for bids 
for construction of 122 miles of the Interstate System at an estimated cost of 
over $36 million. Contracts have been awarded for 110 miles of construction 
at a cost of about $18 million. These Interstate System projects are being 
financed in part from the new funds authorized by the 1956 act. 

“The first contract for construction on the Interstate System using funds 
authorized by the 1956 act was awarded by the Missouri State Highway Depart- 
ment on August 2, only slightly more than 1 month after enactment of the 
legislation. The project provided for 2.6 miles of divided highway on U. 8. 66 
between Lebanon and Hazelgreen, Mo. Other projects for improvement of the 
Interstate System in Missouri also have been awarded to contract, so that the 
State is now placing under construction 6 projects costing $3.8 million in 
Federal and State funds under the provisions of the 1956 act. 

“These developments and others to follow should afford substantial assist- 
ance in our efforts to improve our deficient highway systems. I am hopeful 
that the States will move swiftly in advancing projects with the assurance that 
they will be given prompt attention by the Federal Government. 

“Respectfully yours, 
“SINCLAIR WEEKS.” 

Secretary Weeks. The President expressed his gratification at the 
progress being made, and stated that he was hopeful that the States 
would continue to move swiftly in advancing projects to the con- 
struction stage. 

! am now happy to make a 6 months’ report. The program is 
moving along very rapidly. In the 6 months since passage of the 
bill we have allotted more funds to projects than in any previous 
full year in history. 

In less than 1 hour from the time that the President placed his 
signature on the bill, I signed the certificate of apportionment for 
the first year’s authorization of $1,125,000,000. In order to advance 
the program as rapidly as possible, particularly in those States hav- 
ing plans ready for large amounts of work, the additional authori- 
zation of $2,550,000,000 for the fiscal year 1958 was apportioned to 
the States on August 1, 1956. These apportionments totaled, for the 
2 years, $3.7 billion, of which $2.7 billion was for the Interstate 
System. 

From apportionments to actual construction, however, there are 
obviously a number of steps to go through. 

First of all, standards for the Interstate System as required by the 
act had to be adopted in cooperation with the States. To expedite 
this action a meeeting of the chief officers of all the State highway 
departments was held in Chicago July 11 and 12, at which time an 
official vote of the States was taken on a set of standards which had 
been in process of development by appropriate technical committees 
of the States under the leadership of the Bureau of Public Roads 
during the 2 years immediately preceding. The action that was 
taken in Chicago to approve the standards within 2 weeks following 
passage of the act is evidence of the careful preliminary planning 
and preparatory work which had been done in anticipation of this 
program. These standards were officially approved by the Depart- 
ment on July 17, 1956. 

Wage rates for each of the Interstate projects had to be predeter- 
mined, in accordance with section 115 of the act, by the Secretary of 
Labor who had to adjust his administrative machinery in order to 
make it conform to the provisions of the act. 
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As you of course know, the requirements written into the act with 
regard to wage-rate predeterminations differ somewhat from the 
wage-rate provisions of other acts involving Federal participation in 
construction, in that there is a requirement for prior consultation with 
the affected highway department and that due regard be given the in- 
formation obtained in this consultation. 

The reports which I am receiving indicate that the consultations 
and wage determinations are proceeding with dispatch and that no 
significant delays to the programs have developed to date. _ 

ie making of surveys, preparation of plans and specifications, and 
acquisition of right-of-way, all of which must precede advertising for 
bids, was accomplished in whole or in part for many Interstate proj- 
ects in advance of adoption of the In terstate standards in anticipation 
of what those standards wonld provide. 

The first project was advertised in Missouri, bids were received on 
August 2, and the first contract using the new funds was awarded on 
the same day. Though the honor of awarding the contract for the 
first project under the new program went to Missouri, Massachusetts, 
Ohio, and Texas closely followed. 

Since that first project, the State highway departments have sub- 
mitted general advance programs for the improvement of the Inter- 
state System totaling over $4 billion. Of this total, since June 29, 
1956, the States have been actually authorized to advertise for bids 
for construction of 743 miles of the Interstate System; which con- 
struction, together with engineering and right-of-way acquisition, 
is estimated to cost over $901 million. That is the total cost I am 
referring to there, of Federal and State participation. 

Of this latter total, contracts have actually been awarded for 496 
miles of construction at a cost of about $286 million. Two projects 
in the State of Kansas have been completed and are in service. 

The figures I am using apply only to the Interstate System, and do 
not include funds for projects on the primary, secondary, and urban 
programs. When these funds are added to those for the Interstate 
System the record shows that we have started work on over $1,700 
million of highway improvement in the 6-month period since the bill 
was signed. 

Senator Case. You are at liberty to change that from $300 million 
to $700 million. ; ; : 

Secretary WuEks. I am making it to conform to the figures in the 
Interstate System which include Federal and State. Here I changed 
that figure to include the total cost of the work, Federal and State. 
Obviously in the ABC program it is 50 percent. So it adds $400 
million to that figure. 

This spectacular increase in our rate of contracts advertised and 
funds obligated is not just a sudden spurt, and there is every reason 
to believe that the present rate of progress will be maintained and 
further increased in future months. If we continue only at the same 
rate for the balance of the current fiscal year, an amount equivalent 
to all of the fiscal year 1957 authorization of Interstate System funds 
will be committed to approved plans and right-of-way acquisitions 
by June 30, 1957. This will be the first time in history that funds 
in an amount equivalent to the total authorized for any particular 
fiscal year have actually been obligated for plan approvals during 


the fiscal year then current. As of today 6 States not only have 
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committed all of their 1957 Interstate System funds, but have begun 
working into those apportioned for the 1958 fiscal year. 

As you know, the initiative for the Federal-aid highway pregaen 
has always been vested in the States rather than in the Federal Gov- 
ernment. We believe this to be one of the wisest provisions of Fed- 
eral-aid legislation, and we have no suggestions er any change in 
this fundamental philosophy. We are, however, working with those 
States which are eo ificulties in getting the program under way 
at an accelerated rate. 

We firmly believe that the problems in the individual States can 
be resolved satisfactorily within the framework of the present rela- 
tionship which we have with them. 

From all of the above it must be apparent that extraordinary 
progress has been achieved in carrying out the provisions of the 
Federal-Aid Highway Act of 1956 during the first 6 months follow- 
ing its enactment. 

As you know, the 1956 act directs the Secretary of Commerce to 
conduct studies pertaining to the cost of completing the Interstate 
System, maximum desirable vehicle dimensions and weights, reim- 
bursement for certain highways, highway safety, and costs and bene- 
fits of highways to highway users and others, and to report his find- 
ings and recommendations to Congress, All of these studies are well 
under way, and Mr. Volpe will comment on their present status. 

I personally wish to comment upon the study relating to the maxi- 
mum desirable dimensions and weights for vehicles operated on the 
Federal-aid systems. The Bureau of Public Roads is cooperating 
with the American Association of State Highway Officials, the De- 
partment of Defense, the Highway Research Board of the National 
Academy of Sciences and industry in the construction and operation 
of a test road in Illinois. The surfacing will be placed, instrumenta- 
tion installed, and test traffic started this year. 

It is expected that this test road will provide a wealth of data from 
which sound recommendations can be made to Congress. 

Inasmuch as this is the first appearance of Mr. John A. Volpe 
before your subcommittee since he assumed his duties as Federal 
Highway Administrator under a recess appointment on October 22, 
1956, it is appropriate that I inform you concerning his background 
and experience. He is a Massachusetts man with a wealth of experi- 
ence in the contracting and construction fields. He was appointed 
Commisioner of Public Works for the Commonwealth of Massachu- 
setts by Governor Herter on February 26, 1953, and during his term 
of office, which extended until 2 weeks before assuming his present 
post, he supervised a $350 million accelerated highway program, Dur- 
ing his tenure of office as Commissioner of Public Works in Massa- 
chusetts, he was elected to membership on the executive committee 
of the American Association of State Highway Officials, and he 
also served as regional vice president of the association, and as a 
member of a special legislative committee of the association that 
appeared before Congress in connection with the hearings held on 
the Federal-Aid Highway Act of 1956. Mr. Volpe severed his pri- 
vate business connections prior to assuming his present duties. 

Since assuming his duties as Administrator, Mr. Volpe has devoted 
most of his efforts to increasing the rate of progress of the highway 
construction program and to the necessary organization, and admin- 
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istrative and policy procedure decisions within the Bureau that are 
necessary to expedite the program. In discharging these duties, Mr. 
Volpe has been ably seconded by Commissioner ©. D. Curtiss, who 
shouldered the responsibilities of the new program from enactment of 
the Federal-Aid Highway Act of 1956 until ‘the time of Mr. V olpe’s 
appointment. 

As you know, in line with the program announced in October and 
in accordance with my recommendation, the President will nominate: 
Bertram D. Tallamy for the position as Federal Highway Adminis- 
trator to succeed Mr. Volpe. Mr. Tallamy was superintendent of 
Public Works for the State of New York from October 1, 1948, to the 
end of 1954. During part of that time he also served as chairman of 
the New York Thruway Authority, and occupies this latter position 
at the present time. Mr. Tallamy’s record is so well known to this sub- 
committee that I shall not go further into detail at this time. 

You will of course hear further regarding him when his name is 
present for confirmation. 

I believe that the experience and qualifications of Mr. Volpe and 
Mr. Tallamy demonstrate that I have fulfilled the assurance I made 
you at the time I appeared in connection with legislation creating the 

osition of Federal Highway Administrator, that this position w vould 
ee filled only by eminently qualified men of the highest integrity with 
wide experience in the highway field. 

I would like to make one further observation. There is widespread 
feeling throughout the country that advertising adjacent to the Inter- 
state System should be restricted in order to preserve the beauty and 
pleasing character of the natural landscape and in the interest of high- 
way Safety. 

It appears that additional legislation would be required if such is 
to be accomplished. This matter presents many complexities, and we 
presently have it under study. 

Before closing my statement, I should like to say to you that I think 
this is a crucial year for the highway program and that we are laying 
the foundations by our various policy decisions for the long-term 
future highway growth of our country. You gentlemen of the Con- 
gress have put into our hands for faithful execution this w isely written 
and history-making Federal-Aid Highway Act of 1956. We are ad- 
ministering it in what we believe to be faithful and efficient compliance 
with the intent of the act, t, and, therefore, we ask your support of the 
policies and practices we have established since last June to carr y out 
what we sincerely feel were the purposes of the bill you have given us 
to work with. 

I certainly appreciate this opportunity to appear before your sub- 
committee and discuss the progress of the highway program with you, 
and shall be glad to answer such questions as you may have to ask. 

Senator Gorr, Thank you, Mr. Secretary. 

The Chair does have a number of questions. But lest he unfairly 
monopolize the time he will defer first to the members of the com- 
mittee, alternating down the table. 

Senator McNamara? 

Senator McNamara. Mr. Secretary, you make reference to a future 
recommendation for certain aspects of the right-of-way to include 
recommendations on safety and beautification of the appearance: 
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When do you think that recommendation will be available to the 
committee ! 

Secretary Weeks. Are you referring to my Committee—— 

Senator McNamara. The closing statement. 

Secretary Werks. The safety study itself? 

Senator McNamara. Yes. 

Secretary Werks. About the 1st of March. 

Senator McNamara. I have no further questions. 

Senator Gore. Senator Case? 

Senator Case. First of all, Mr. Secretary, I should like to say that 
there are two things that seem to me that stand out in your statement 
which are worthy of commendation. First is the fact that you and 
the Bureau of Public Roads, which is in the Department of Com- 
merce, did proceed promptly to get the act into execution, particularly 
with respect to its major feature, the accelerated program for the 
Interstate Highway System. 

The other thing that I want to commend you for is the character of 
the two men that you recommended to administer this. First Mr. 
Volpe for the temporary administration of it, and also Mr. Tallamy. 
It is obvious on the record that in considering the fact that you had 
to proceed promptly you did select a man with background for the 
work and for the permanent position or the long-range program. 

You certainly have picked out someone whose past responsibilities 
would indicate qualification for the job and I personally want to ex- 
press my appreciation for what you did in that respect. 

I have a couple of questions dealing with the two subjects that you 
mentioned. One is the arrangement for the predetermination of wage 
rates. You will recall that during the consideration of the wage mat- 
ter when we had the bill before the Senate, that there was some concern 
expressed as to whether or not a predetermination would cause any 
delay in the awarding of the contracts, of whether it would avoid the 
delays that would be incident to having the contracts let in the dark, 
so to speak. 

What specifically can you say as to the provision which we worked 
out that would require a predetermination and require the Secretary 
of Labor to give due regard to the information obtained from the 
several State highway departments? 

Secretary Weeks. Senator, we had long consultations with the 
various highway departments as to how it would work as a practical 
matter. The Department of Labor is taking care of the predetermi- 
nations on the basis of consultation with the States and getting their 
recommendations and acting upon them, taking cognizance of what 
the States do say with respect to the rates themselves. 

In the matter of the compliance field we are prepared to handle 
the compliance end of it. The predeterminations I would say are 
moving along very satisfactorily. 

May I ask Mr. Volpe if he would like to enlarge on that, so as to 
have it? 

Senator Case. Particularly with reference to this: What coopera- 
tion have you had from the States, or has there been a lack of coop- 
eration from the States, in providing the information that is neces- 
sary for the predeterminations ? 

Secretary Weeks. Would you answer that, Mr. Volpe? 
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Mr. Voxre. I will be happy to. The State highway departments 
in most cases have actually developed wage rates within their spe- 
cific classifications in their respective States. All but a very few 
have seen fit to do that job. As a result of the work which they 
have done in their respective States the Labor Department has been 
helped immeasurably in developing these predetermined wages. I 
would say that in probably 90 percent or 95 percent of the cases that 
the wage rates predetermined by the Department of Labor had been 
almost the exact figures which were developed by the State highway 
departments, with some minor changes. 

n 5 percent or maybe as many as 8 percent of the cases there were 
some changes made that were more than just minor. But I would 
say that by and large the States have done very well in developing 
this information for consultation purposes. 

Senator Case. Do I cadets from what you have said that the 
cae? of Labor makes a determination before he consults the 

tate ¢ 

Mr. Votre. No, Senator. He makes the determination after he 
has consulted with the State. 

Senator Casz. Is there any significance in the States which have 
not furnished the information? Is there any pattern to it or is that 
merely a matter of delay in operation ? 

Mr. Vorre. I don’t believe there is any particular pattern to it, 
Senator. I think some of the States didn’t think it was important 
and just felt they would let the Department of Labor establish the 
aa they would establish them so why should we bother with 
them. 

We have tried to correct that situation by indicating to State high- 
way departments that we believe it is a part of their responsibility 
and we believe from here in, all of the States probably will provide 
these rates to the Department of Labor. 

Secretary Weeks. May I add there that one thing we have tried 
to do, because every dollar that it costs to determine the rates comes 
out of the trust funds and thereby it is that much less road mileage 
constructed, we have tried to work out with the Department of Labor 
and the Department of Labor has pushed along in this direction to 
get as much help from the States as it can. I think that has pretty 
consistently been the result. The more they do the more money we 
have for the roads. 

Senator Case. All the States are aware of the fact that they have 
the right to have their observations considered by the Secretary of 
Labor before he makes a determination ? 

Secretary Weerxs. Yes. 

Mr. Votre. That was called to the attention of the chief administra- 
tive officials of the State highway departments at their Atlantic City 
meeting on the first of September. 

Senator Case. I trust before these hearings are concluded there will 
be an opportunity for people working in the field, contractors or 
others, to give their points of view as to how this provision may be 
working. It certainly was a significant part of the amendments 
adopted during the consideration of the bill and I think, since we are 
reviewing the program, there should be a complete showing on that. 

Next is the right-of-way acquisition. The Secretary stated that 
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the right-of-way acquisition together with the construction for which 
bids had been advertised amounted to $901 million. What proportion 
of the dollars committed in that figure were for right-of-way acquisi- 
tion, if you can tell us that? eh Tite 

Secretary Wrexs. I would be glad to go into it now although Mr. 
Volpe is preparing to cover that in his statement. We will do it now 
if you wish. 

enator Gore. Let’s do it now. ; 

Secretary Weeks. Will you comment on it now, Mr. Volpe? 

Mr. Votrr. Approximately $350 million, Senator, has been obli- 
gated for right-of-way acquisition of the $901 million figure? 

Senator Case. About 35 percent? 

Mr. Votre. Just a little more than that; 40 percent. 

Senator Case. In dollars? 

Mr. Votre. Yes, sir. 

Senator Case. What about mileage? 

Mr. Votrr. Mileage I don’t believe we could indicate by way of 
actual mileage on right-of-way. 

Senator Casr. Could we break it down as to what is urban and what 
is rural? 

Mr. Votre. On the right-of-way acquisition ? 

Senator Casr. Yes. 

Mr. Vourr. We can get that for you, Senator. 

Senator Casr. Mr. Chairman, it seems to me if we are reviewing 
this record, one important point that should be determined is what 
relationship the actual experience in right-of-way acquisition bears 
to the estimate of costs that were presented during the course of 
hearings on this program. If my memory serves me correctly when we 
were examining the different estimates submitted by the different 
States we found a very great variation in the estimates for right-of- 
way. 

If I recall correctly, the State of Maine was just using a round 
figure of $1 million per mile, whereas the State of Maryland used 
$195,000 per mile in estimating the right-of-way acquisition costs. 
Therefore, I would like to have a pretty detailed statement that would 
show us what experience is actually being had with reference to right- 
of-way costs. 

Could you at this time, Mr. Volpe, give us some indication as to how 
the right-of-way acquisition costs are reflecting or not reflecting the 
accuracy of the estimates presented during the consideration of the 
legislation ? 

Mr. Vorre. I don’t believe, Senator, I could give you any positive 
information in that regard. I could say this to you, though: The 
projects on which we have already undertaken, both by way of right- 
of-way acquisition and construction, are projects in many cases on 
which some planning or a great deal of planning has been done prior 
to the enactment of this act. 

In those cases, of course, some rather firm estimates had been made 
for acquisition and right-of-way acquisition costs. I would say that 
the right-of-way acquisition on the projects which have been let so 
far are probably fairly close to the right-of-way cost as estimated 
prior to the enactment of the act. 

Senator Casr. You probably are referring to the estimates of costs 
that were provided with relation to a specific project? 
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Mr. Votre. Yes, sir. 

Senator Case. I am referring to the estimates of right-of-way costs 
which were submitted in connection with the total estimated cost for 
the program as provided by the States. 

Mr. Vorre. In the section 13 study you are referring to? 

Senator Case. Yes. 

Mr. Votre. I don’t believe I could comment with any degree of 
accuracy on that point but we would be very glad, sir, to try to develop 
that information for you. 

Senator Casr. Mr. Chairman, it seems to me that we should have 
for the record a table by the States on the projects which have thus 
far been undertaken or approved, which would show the actual experi- 
ence in right-of-way acquisition for both rural and urban areas. I 
wonder if Mr. Volpe couldn’t supply that for the record or if possible 
make it available for the committee before the hearings are concluded 
so that we can study that and possibly have it as a basis for further 
questioning ? 

Senator Gore. It is very possible, Mr. Secretary and Mr. Volpe, 
that after the committee has heard from a number of other witnesses 
who have indicated their desire to be heard, and some whom the com- 
mittee has requested, that the committee may wish each of you to 
return. Therefore, I think Senator Case’s suggestion that it be pro- 
vided before the hearings are concluded is good. 

If you will provide that table the committee will welcome it. I 
think it should show the relationship, the ratio of urban and rural 
acquisitions as related to the estimate of costs which the State sub- 
mitted to the Bureau of Roads. Unless we have that breakdown and 
that relative comparison then it would be almost meaningless. 

Mr. Vourre. We appreciate, Senator, that the experience to date, 
although we can procure that information for you as best we can, that 
I don’t believe sufficient time has elapsed to be able to base any real 
judgment on the sketchy information which is what I think I would 
probably call it at this stage of the game with only 6 months of the 
program underway. 

Senator Gore. Mr. Secretary, you will recall that during the com- 
mittee’s long consideration of "the bill concern was re eatedly ex- 
pressed that right-of-way be acquired as quickly as possible for several 
obvious reasons. We hope you have a more definite report to make 
when you submit the table which Senator Case has requested. 

Senator Case? 

Senator Hruska. Would the Senator yield? 

Senator Case. Yes. 

Senator Hruska. Mr. Volpe, isn’t it true that in your study of the 
cost of completing the Interstate System under section 108 (d), that 
that will be dealt with more in detail, on a more representative and 
on a more complete and satisfactory basis than the rather fragmen- 
tary state of completion which exists now? 

Mr. Vourz. There is no question, sir, but the estimate that will be 
made as a result of that study will be actual information based not on 
a per-mile cost or other types of information which are sometimes 
gathered on a unit basis, but rather on an actual estimated cost based 
on a knowledge of the values, having taken into consideration the 
exact locations. 

Senator Hruska. The specific locations on a pin-point basis? 
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Mr. Vourr. Yes, sir. 

Senator Hruska. Thank you. 

Senator Casr. Mr. Chairman, that obviously is true and we are 
-anticipating getting considerable light when that study is completed 
and made. But it seems to me in view of the record which the Secre- 
‘tary has.set forth as to the progress of the contracts already underway 
and for which bids have been taken that we could get some actual 
-experience records as to what right-of-way is costing. 

Secretary Wrrexs. We can give you experience so far as we have 

one. 
. Senator Cass. It would be understood, of course, that it would be 
as far as you have gone. But nevertheless it would be an actual ex- 
perience as against an estimate. 

There is one other aspect of this right-of-way acquisition matter, 
and that has been alluded to by the chairman, which is an expedited 
program for getting the rights-of-way. What, Mr. Secretary, can 
you say about that? I think that at various points during the hear- 
ings on the bill observation was made by representatives of the De- 
partment of Commerce, the Bureau of Public Roads, as well as b 
members of the committee, that it was desirable to acquire rightnad 
way as early as possible, and I think that at different points during 
the consideration of the bill it was suggested by representatives of the 
Department that it was desirable to get the legislation enacted so that 
a considerable portion of the early money might be used for getting 
rights-of-way before costs advanced. 

Secretary Weeks. I think about 40 percent of the money involved 
has been for rights-of-way, and I think the program is going along. 
I will ask Mr. Volpe to comment on that. I believe there has been only 
one case where they have asked for Federal assistance in the securing 
of rights-of-way under the provision of the statute. 

Do you want to add to that? 

Mr. Voter. Yes. We can say that we have laid great stress to the 
State highway departments on the need for acquiring this right-of- 
way as rapidly as possible as soon as a definite detailed location has 
been established. And we believe that the States are well aware of 
this and we are keeping a good record of exactly what is being done 
by each State so that in those States where perhaps not as much 
progress as we believe should be made is appearing we can stay right 
on top:of it. 

(The information requested is as follows:) 


RIGHT-OF-WAY ACQUISITION Costs TO DECEMBER 31, 1956, AS RELATED TO SECTION 
138 ESTIMATES 


Total right-of-way costs on interstate projects for which contracts were 
awarded and funds obligated to January 1, 1957, amounted to $350 million, about 
equally divided between rural and urban projects, as shown in table 1. The 
total includes $320 million for advance right-of-way acquisition projects for 
which estimated construction costs are not available. 

Projects involving both right-of-way acquisition and construction have been 
approved at a total eost of $269 million of which $30 million represent right-of- 
“way acquisition costs. As shown in table 2, this $30 million total is divided $12 
million for urban projects in 5 States and $18 million for rural projects in 19 
States. 

Right-of-way costs amount to 24 percent of total project costs for the urban 
projects in 5 States, ranging from 11 to 65 percent as between States (table 3). 
‘In the section 13 study (table 3), right-of-way costs for urban area improvements 
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in the same 5 States amounted to 23 percent of the total cost, with a range 
between States of from 8 to 33 percent. 

For the rural projects, right-of-way costs amount to 8 percent of total project 
costs in 19 States, ranging from 1 to 56 percent as between States (table 3). 
In the section 13 study the estimated ratio of right-of-way costs to total cost of 
rural improvements in the same 19 States was 14 percent, with a range between 
States from less than 1 percent to 39 percent (table 3). 


TaBLE 1.—Total cost of right-of-way for which funds were obligated on interstate 
projects, June 29 through Dec. 31, 1956 
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TABLE 2.—T otal cost of interstate projects invoWwing both 
acquisition and construction 


State 


Alabama 
California 
Colorado 
Iowa_. 

Kansas 
Louisiana... - 
Maine 

Maryland 
Massachusetts_.......-..--- 
Michigan. : 
New Hampshire 
New Mexico-- 
North Carolina 
North Dakota. . 
Ohio. we : 
Oklahoma 
Pennsylvania 
South Carolina 
South Dakota 
Virginia 
Wyoming. . 


Total 


1 Exclusive of preliminary engineering costs. 
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right-of-way 
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TABLE 8.—Comparison of right-of-way costs on interstate projects with section 18 
estimates 


State 


Alabama 
California 
Colorado. -. 
Iowa 
Kansas 
Louisiana - 
Maine 
Maryland 
Massachusetts 
Michigan - - - - 
New Hampshire. - - 
New Mexico-- 
North Carolina 
North Dakota 
Ohio _- Blined 
Oklahoma 
Pennsyl]vania - - 
South Carolina 
South Dakota 
Virginia 
Wyoming 
Total _- 


! Less than 1 percent. 
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Senator Casg. To what extent are the States following the policy 
suggested or indicated in the legislation calling for hearings where 
communities were to be bypassed ? 

Secretary Werks. They have held hearings and it has worked out 
very well so far as it has gone. It has created good relations with 
the community and we rather like the way it is proceeding. Do you 
know how many hearings have been held, Mr. Volpe? 

Mr. Votre. No, sir. 

Senator Casr. Are the States observing that provision of the law ? 

Mr. Votre. Yes, sir. 

Senator Case. Mr. Chairman, that is all that I want to ask at this 
time. 

Senator Gore. Senator Scott ? 

Senator Scorr. Mr. Chairman, Mr. Secretary: You made a very 
fine statement about States rights. Don’ t you think that ought to ap- 
ply to all relations of the Federal Government with various States on 
other matters? 

Secretary Werks. I am a great believer in States rights, Senator. 

Senator Scorr. Iam mighty glad to hear you say that. 

That is all. 

Senator Gore. Senator Bush ? 

Senator Busy. Mr. Chairman, I am glad to join with Senator Case 
in applauding this statement. I think it is a very good statement and 
reflects a lot of progress. 

I would like particularly to suggest that we prepare an amendment 
in connection with this advertising matter. We approved this in this 
committee. The Senate did not. It was knocked out on the floor. I 
think we ought to make a determined effort to get back in this bill 
right away the provisions that we had in there concerning advertising. 

I have no other comments to make. 

Senator Gorse. How quickly do you think the Department could sub- 
mit a recommendation on this point, Mr. Secretary ? 

Secretary Weeks. I would guess about a month, 30 to 60 days. 

Senator Gorr. One of the purposes that I had in mind in arranging 
a hearing by this committee, and a review of the program so early in 


the session, was to avoid the legislativ e logjam at the end of the session. 
In the event legislation on this point or others is needed, I for one— 


and I think this committee has demonstrated repeatedly its interest 
and concern for the program—would want to report legislation early 
enough in the session so that we would not run any risk ‘of final enact- 
ment on account of time. 

Secretary Werks. We will endeavor to try to get you something or 
nothing within 30 days if we can doit. C extatnly: within 60. We will 
push it right along. We have laid the most emphasis in all these 
matters on getting the program going, pushing it along from the stand- 
point of getting the 1 -arious States in the adoption of the program down 
to the final letting of the contract, getting that moving. So ‘T wouldn't 
want to do any thing that would disturb the progress. But we will get 
yousomething on this. I will be in touch with you on it. 

Senator Gore. You recognize, of course, that the acquisition of 
advertising easements is affected by the same factors with respect to 
early acquisition as is the right-of-way itself ? 


Secretary Weexs. Yes. 
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Senator Gore. Senator Kerr? 

Senator Kerr. Mr. Secretary, you gave the amounts of funds ap- 
portioned for fiscal year 1957 and fiscal year 1958. To what degree 
are those funds available to the States upon apportionment ? 

Secretary Werks. They are entirely available. 

Senator Kerr. Does that niean that when the State makes a con- 
tract for a project which is paid for 90 percent by the Federal Govy- 
ernment and 10 percent by the State, that you give the State a check 
for that amount of money ? 


Secretary Weexs. Subject to availability of the money in the trust 


fund first, and then——— 

Senator Kerr. You don’t apportion it unless it is available in the 
trust fund, do you? 

Secretary Weeks. Pardon me? I didn’t understand that. 

Senator Kerr. You don’t go through the act of apportionment un- 
less it is available in the trust fund, do you? 

Secretary Werks. That is correct. 

Senator Kerr. Then having apportioned it, to what degree is the 
money available to the State? 

Secretary Wrrexs. When the States have let the contract and the 
job is underway, as the work progresses they file their requisitions 
and get their money. 


Senator Kerr. If the State has a mandatory provision in its basic 
law that it can’t make a contract unless it has funds on hand with 
which to meet the contract, is your apportionment made in such a 
way that the amount of the contract to be borne or paid by the Fed- 
eral Government can be available to the State to the degree that it 
could be regarded as on hand to enable them to make that contract 
under that requirement ? 

Secretary Weeks. Will you answer that, Mr. Volpe? 

Mr. Votre. Senator, the State, if it does not have 0 funds— 
if IT understand your question correctly—to award the contract in its 
entirety—that is, they don’t have sufficient funds to cover the whole 
cost of the contract—the Federal Government under the terms of the 
act may advance to the State funds for the payment of the requisitions 
by the contractor as the work proceeds. 

Senator Kerr. In other words, if the State has a basic requirement 
in its law whereby it cannot sign a contract for funds unless it has 
those funds in hand, you are operating this apportionment in such a 
way that part of the contract to be paid by the Federal Government 
will be made available to the extent that they legally can be in hand 
by the State so as to enable them to make the contract under that 
requirement? 

Mr, Votre. We can advance funds to them for that purpose. 

Senator Kerr. And to the degree necessary to enable them to let 
the contract in that regard ? 


Mr. Votrr. Comsibieah with the amount of funds, of course, avail- 
able to that State; yes. 

Senator Kerr. If it is within the apportionment, of course. 

Mr. Vorrr. Yes, sir. 

Senator Hruska. Would the Senator yield at that point for a 
question ? 

Senator Kerr. Yes. 
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Senator Hruska. What control or what supervision does your De- 
partment retain with reference to the propriety of paying out that 
money? After all, in other cases the requisitions are submitted to 
your Department on partial progress reports. 

Mr. Vours. That’s right. 

Senator Hruska. What is there to substitute for that in the situa- 
tion you have just described to Senator Kerr? 

Mr. Votrr. As the requisitions become available, those are checked 
just as they are normally and then the advance money we have given 
that State serves as a sort of small revolving fund and the money is 
repaid as the actual work is done and reimbursement normally would 
be going to the State. Instead of that, the revolving fund is reduced 
by that amount. 

Senator Hruska. Thank you. 

Senator Kerr. In other words, where the State in the ordinary 
operation of its business under the old program paid 50 percent, let’s 
say, and the program was considerably smaller than it is now, if they 
were able to maintain a sufficient revolving fund to enable them to go 
ahead and contract for projects and then reimburse their revolving 
fund as their requisitions were put in and approved, you have a 
method whereby you can in a measure provide the revolving fund 
for that part of the contract which is payable by the Federal Gov- 
ernment ? 

Mr. Votre. Yes, sir. 

Senator Kerr. Mr. Secretary, I would like to refer you to section 
116, paragraph B. It is on page 12 of this little folder entitled 
“Public Law 627.” 

You are familiar with the second sentence of that paragraph, Mr. 

Secretary : 
Insofar as possible in consonance with this objective, existing highways located 
on existing State routes shall be used to the extent that such use is practical, 
Suitable, and feasible, it being the intent that local needs, to the extent prac- 
ieable, suitable, and feasible, shall be given equal consideration with the needs 
of interstate commerce. 


Secretary Werks. Yes, sir. 

Senator Kerr. The purpose of that paragraph, as I understood it 
and now understand it, was to fix it so that where an existing facility 
on an existing right-of-way could be improved to become the con- 
tinuing interstate route, that that would be done instead of being 
replaced by an entirely new facility on an entirely new right-of-way. 
The policy was laid down that local needs be given equal considera- 
tion with the needs of interstate commerce. 

What has been the experience of the department in that regard? 
Have you had any difficulty in applying that provision of the law? 

Secretary Weeks. I would say not in a general way. There are 35 
States and about 37,000 miles of the system that is presently pretty 
well pinpointed. That leaves some work to be done in the other 15 
States to round in the actual layout of the road. I think that is mov- 
ing along satisfactorily. 

ave you the percentage figures, Mr. Volpe? 

Mr. Votrr. Yes; 25 percent of those locations which have been 
approved, detailed locations which have been approved, the new 
highways will be on the same location or the existing location ; 75 per- 
cent will be on new locations. That doesn’t mean that necessarily on 
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the new location the new location will be any great distance from the 
present location. But on 75 percent of the locations which have been 
pinpointed they will be on new locations, whereas 25 percent will 
follow approximately the same location now existing. 

Senator Kerr. But the program is being administered in such a 
way as to give full effect to that declared policy ? 

Mr. Vovrr. That is absolutely right, sir. 

Senator Kerr. What has been the experience of the Department in 
allocating that 1,000 miles of additional Interstate System author- 
ized in the act? Have you had any difficulty in finding places to 
allocate that mileage ? 

Secretary Weeks. The amazing part is that 1 State hasn’t filed any 
requirements; the other 47 have. 

Senator Gore. | think it will arrive soon. 

Senator Kerr. What is the total additional mileage for which re- 
quests have been filed ? 

Secretary Werks. I think about 13,000. 

Mr. Vorpe. 12,500. 

Senator Kerr. Has the Bureau of Public Roads over the years pre- 
pared a map of what they regard as necessary extensions of the 
Interstate System ? 

Secretary Weeks. I don’t think we have done that. We have put 
on the 40,000-mile setup. 

Senator Kerr. I have been advised that they had over the course 
of the years studied needed additions and had a pretty well developed 
proposal that would require a minimum of about 48,000 total. 

Secretary Werks. I never heard of that figure, sir. 

Senator Kerr. We had a map of it before this committee. 

Mr. Voter. There have been, Senator, if I may, various possible 
additions studied, with an idea of determining how many total miles 
perhaps a completed, if you want to use that term, Interstate System 
should have. 

Senator Kerr. The use of the term probably was inadvisable be- 
cause I am sure that no one truly informed would contemplate that 
the Interstate System as such would ever be fully completed. But 
— we a map here of their thinking of it as of some certain 
date 

Senator Gore. Mr. Sneed is getting it for us. 

Senator Kerr. Has the Department given consideration to the rec- 
ommendation of additional mileage for allocation that would enable 
it to be considered as more nearly adequate under the light of today’s 
circumstances as contrasted to what they were when the original 39,000 
plus miles were fixed ? 

Secretary Werks. In my own experience I have been so desirous 
of getting this 40,000-mile program underway that I personally have 
not given much attention, if any, to any additions except with respect 
to this 1,000 miles that Congress authorized, on which we have these 
requisitions. We asked that they be submitted by all the States 
on, I think it was September 15. Since then we have been studying 
them very carefully. 

Others from the Bureau may add to what I have said on the sub- 
ject, but I don’t think in all the discussions that I have had over the 
last 4 years that there has ever been any discussion of anything but 
the 40,000 figure. Any really substantive discussion. 
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Senator Casr. Senator, would you yield? 

Senator Kerr. Yes. 

Senator Case. At the time that the Interstate System was author- 
ized, I think in 1944, there was consideration given at that time to a 
48,000-mile system. Maps were prepared and appear in several hear- 
ings during that time, up until I think 1947, when the 40,000 mile 
proposal was designated under General Flemming. 

Senator Gore. We had various maps before the committee last year, 
at the time we considered this matter, Mr. Secretary, supplied by the 
Bureau of Roads, the 40,000, and I believe another for 45,000, one 
for 48,000, and one I think up to about 70,000. 

Mr. Voutrr. They were in the report, Mr. Chairman. Possibilities 
that could be considered for greater mileages on the Interstate System 
than the 40,000. 

Senator Kerr. If the Department were asked for a proposal for 
what they regarded as an increase in mileage of roads which in their 
judgment would have on the average equal significance in the Inter- 
state System as the average of those already designated, in your judg- 
ment how long would it take the Department to provide it and approxi- 
mately how many additional miles would it comprehend ? 

Secretary Weeks. I can’t answer the last question on the length 
of time it would take to provide it. I would certainly savy some 
months, because we are quite a little bit away from coming up on the 
1,000-mile addition. 

Senator Kerr. If you had some additional leeway would that put 
you ina position where you could more readily make the decision that 
is before you? 

Secretary Wrexs. What kind of leeway? Time? 

Senator Kerr. No. Miles. 

Senator Casr. If you didn’t have to eliminate so many requests, 
Mr. Secretary; that is what the Senator is asking. 

Senator Kerr. In other words, could you come up with the 10,000- 
mile extension more quickly than vou could with a 1,000-mile ex- 
tension ? 

Secretary Werks. Hypothetically, or theoretically, we could. I 
would not, certainly, myself recommend that the conmmittee start in 
enlarging the program. I think we had better get along a little 
further with what we are doing and get this one done first. 

Senator Kerr. Now would you mind answering my question or 
getting someone else to? 

Secretary Weeks. What isthe question? I thought I had answered 
it. Tam sorry. 

Senator Kerr. If you were asked to come up with a figure of a pro- 
posed increased mileage, which in the judgment of the Bureau would 
refer to additional roads on the average of equal significance with the 
average of the presently authorized system, approximately how many 
additional miles would it comprehend ? 

Secretary Werks. I can’t answer it. Can anybody with me answer 
that one? 

Mr. Votre. Senator, I would say that that would certainly be an 
answer which neither I nor anyone else in the Bureau could give you 
with a degree of accuracy that we could say was affirmative. "We 
could only say that it would be our guess that probably it would be 
a figure somewhere between probably 5,000 and possibly 8,000 or 
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10,000 miles, and we would guess that probably it would take a mini- 
mum of a year and possibly “longer than that to make those findings. 

Senator Kerr. I don’t make this request for the committee. How- 
ever, L respectfully suggest to the committee that the committee make 
the request of the Bureau to give us such a proposal within the period 
of a year. 

Senator Gore. That will be considered in executive session. I 
believe it would be proper to request now, unless there is some reason 
which | do not now foresee, that you supply the committee with a 
map indicating the additional interstate mileage requested by the 
48 States. 

Mr. Vourr. That we can do, sir, and do right away. 

Senator Gorr Senator Hruska ¢ 

Senator Hruska. Mr. Chairman, with reference to the propriety 
of making that request now, I would suggest that the Department 
of Commerce is now under mandate from the laws approved by Con- 
gress last year to follow the section 108-A which says: 

It is hereby declared to be essential to the national interest to provide for 
the early completion of the National System of Interstate Highways as author- 
ized and designated in accordance With section 7 
and so forth 
of the Highway Act of 1944. 


If the present efforts of the Department are so exclusively and 
solely occupied by discharging that mandate, I think we ought to take 
into consideration, in executive session and so on, -ather” advisedly 
the additional burden which would be placed upon them to get into 
this new field of expanding that system. 

As I understand it, it would be difficult to have both and have both 
with dispatch. To that extent I think we ought to have either further 
testimony on that or further consideration on that point. 

Senator Kerr. I want to say to my good friend from Nebraska that 
I would not suggest or urge a request that would be a burdensome 
addition to the duties of the Bure: 1u, and that was the reason that I 
asked them how long it would take them, in the ordinary course of 
the operation of their business, to accede to such request if it were 
made. 

Senator Hruska. That is fair enough. I understood there was 
some consideration given to making that request now. 

Senator Kerr. He said it would take, in his judgment, a minimum 
ofa year. Do you want to change that answer? 

Mr. Vorrr. I said a minimum of a year, and possibly greater than 
that. 

Senator Kerr. And therefore any request that I would make, or 
suggestion I would make in the committee, would be consistent with 
that statement. 

Senator Gore. Senator Kuchel? 

Secretary Weeks. Mr. Chairman, do I understand that you made 
the request ? 

Senator Gore. I did. 

Secretary Werxs. To give you a map showing the requested addi- 
tions under the 1,000-mile figure ? 

Senator Gore. I did. 

Secretary Werks. We can do that. 
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Mr. Voutrz. We can give you one copy right now. 

Senator Gore. Wait until the request of the 48th gets in. 

(The map referred to faces this page.) 

Senator Casr. Would the Senator yield? 

Senator Kerr. I am through. 

Senator Case. I just have a feeling that once the significance of 
controlled access really comes to the people generally, that you are 

oing to find a modification in the desire for having the Interstate 
ystem as it is presently set up with controlled access. 

My inclination at the present time is to believe that when you have 
completed some sections of the Interstate System with controlled 
access you will find a great many communities don’t want it, and that 
they would much prefer to have a development of a highway ap- 
proaching the Interstate System in its character as far as grades and 
width is concerned, but would prefer to have less stringent require- 
ments on access. 

If we get some of these highways built, if you get a north and 
south Interstate System through each State, you would find that 
many of the other communities would be happy to settle for a good 
grade primary road. 

Secretary Weeks. Are you asking a question, Senator ? 

Senator Casz. I am making that observation. I am just tossing 
it out here because this assumption that the States want more miles 
of Interstate System may be modified as they get some experience in 
seeing how the Interstate System bypasses some of these towns. 

Senator Gore. Senator Kuchel? 

Senator Kucuet. Mr. Chairman, first of all I would like to join 
with the others who expressed their congratulations to the Depart- 
ment. I think it is an excellent beginning. 

Mr. Chairman, if I recall correctly, after the general agreement of 
the Congress with respect to construction of an interstate highway 
was entered into, the most difficult problem, or at any rate one of the 
most difficult problems was the method of allocating the Federal 
money. 

Secretary Werxs. Allocating what? 

Senator Kucuet. Allocating Federal money to the States. We 
finally worked out what I suppose was a compromise method of ap- 

ortionment which is set forth in section 108, under which, for the 
cal years ending in June 1957, 1958, and 1959, apportionments are 
made, one-half of the ratio which the population of each State bears 
to the total population of all the States as shown by the latest available 
Federal census, with a provision for a minimum to any State, and 
one-half of the manner now provided by law for the apportionment of 
funds for the Federal-aid primary system. 

It was the contention of some—I number myself among them—that 
the basis for apportionment should be neither. I think it is fair to 
say that subsequent to the first 3 years of this 13-year undertaking, 
apportionment will be based on need, subject however to the approval 
of Congress on, I think, 3 separate occasions within the last 10 years 
of the program. 

Let me ask: Is there any difficulty being encountered by the De- 
“ery ye under the apportionment laid down in the statute for the 

rst 3 years? Are you finding any difficulty in making those appor- 
tionments so as to get along with the program across the country ? 
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Mr. Voure. I don’t believe, sir, we are having any particular diffi- 
culty. You will recall also that there is an demiaants in the bill, 
I believe sponsored by Senator Bush, which provided that any State 
that desired to could further accelerate its program 7 utilizing its 
fund, and that is set forth in the apportionment, and be reimbursed 
for those funds in the years they are entitled to them. 

Senator Kucnet. Have States already indicated they would take 
advantage of that provision ? 

Mr. Vo.re. There is no State that has taken advantage of that as 
vet, sir. 

Senator Kucarn. A year from now the Department must send to 
the Congress its first estimate of apportionment on the basis of need. 

Mr. Vote. That’s right, sir. 

Senator Kucuen. Do you have now in your Department sufficient 
manpower to accomplish that responsibility so that you will be able 
1 year from now to appear before this committee and justify your 
own estimate of the needs of the various States ? 

Mr. Voutrz. I won’t be here to do it Senator, but my successor I am 
sure will be, and the Secretary. We believe we do have the manpower 
to prepare the estimate. The States are coming along very nicely 
with the development of the estimates. We require that they have 
their pinpointed locations of the Interstate System completed by 

January 15, 1957. We have asked that they submit those estimates 
to us by June 30 of this year. That will give the Bureau some 6 
months during the balance of this year to review those estimates, make 
certain that they are in accordance with the standards which we have 
prescribed, and we have set up some rather specific standards for the 
preparation of that estimate. 

It was developed in coordination and cooperation with the States 
themselves. We have made pilot studies in three different States on 
the use of the estimating procedure that we have outlined, and we be- 
lieve that the job is being well done. We have a team of our people 
that have been out through the various States to check with them on 
any problems they have. We will be reviewing with them and from 
time to time will send our people out to the field to make certain that 
the estimate is coming along in accordance with what we have set out. 

Senator Kucnen. So that in your opinion, when you transmit that 
schedule of estimates to the Congress in January 1958, it will be an 
estimate which the Department can justify, the figures will have been 
departmental figures, they will have been based on the same standard 
across the country, and we will not have the difficulty that some of us 
had in drafting this legislation a year ago with respect to estimates 
which States gave and which apparently were open to some question. 

Mr. Votre. I think you are absolutely right, sir. 

Senator Kucuet. I listened with interest to the discussion on the 
Davis-Bacon provisions. There is no need to prolong this hearing 
as far as I am concerned except I want to be sure I understand. So 
far as the Department of Commerce and the Department of Labor are 
concerned, is it fair to say there is no question but that they are work- 
ing together harmoniously with respect to the wage rate provisions 
of the bill; that they understand the intention of Gecnpeun and are 
proceeding to carry it out? 

Secretary Werks. Yes, sir. 
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Mr. Vourr. Yes, sir. 

Senator Kucue.. That is all that I have, Mr. Chairman. 

Senator Gore. Senator Cotton? 

Senator Corron. Just one question. Perhaps the answer is obvious 
in the act. 

Referring back to this matter of the advertising, does the fact that 
Congress did not finally enact anything concerning control of adver- 
tising preclude the States in acquiring rights-of-way from acquiring 
easements, advertising easements now and, rephrasing the same ques- 
tion, would you be precluded from contributing the 90 percent if a 
State had, of its own volition, in accord with acquiring the right-of- 
way, acquired an easement to control the advertising ? 

Secretary Werks. I think there is nothing in the law that prevents 
the States from handling that. Certainly I don’t think we would 
interfere in it. 

Would we, Mr. Volpe? 

Mr. Votre. No; we would not. And we can participate in the cost 
as well. I don’t think there is anything to prohibit us from partici- 
pating in the cost. 

Senator Corron. Even if the cost of acquiring the right-of-way in 
particular instances was somewhat increased by the fact that they 
used this easement, could you still participate ? 

Mr. Votre. Yes; I believe we could. 

Senator Corron. Has it been your policy to encourage that in any 
way, or suggest it to the States? 

Secretary Weeks. I don’t think the question has come up. 

Mr. Votre. I don’t believe, Senator, that we have actually encour- 
aged it in a positive way. I certainly would by the same token say 
that we have not discouraged it. 

Senator Corron. Am I correct that you said it would be the first 
of March before you would have ready for consideration of this com- 
mitee any suggestions you might have about legislation to take care 
of this situation ? ' 

Secretary Weeks. I think by the first of March, I hope we would. 
I am anxious to firm up some thinking on it as far as possible. I want 
to shoot for 30 days certainly, if we can do it. 

Senator Corron. In the meantime, would it be feasible to informally 
encourage States to act on their own initiative ? 

Secretary Werks. I don’t know what the law would be on that, sir. 
I can’t answer that question. Can anybody ? 

Senator Corron. Perhaps that would require an opinion. 

Senator Kerr. Talk to the Solicitor. 

Secretary Weexs. I would like to leave it that we will have a look 
at the legal side of that question. 

Senator Gore. Mr. Secretary, I don’t readily recall any provision 
in the law by which the Department could participate in the cost of 
such acquisition. 

Secretary Weeks. I think it is something left in the air. 

Senator Gorr. You don’t get authority out of the air. You get 
authority from the statute. I don’t recall any such authority. It may 
be in the statute, but I don’t recall it. 

Secretary Weeks. There is certainly no prohibition. 
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Senator Gorr. Would you have your counsel give us a memorandum 
on that ¢ 

Secretary Weeks. As to whether or not neety if a part of the cost 
is the acquisition of an easement covering 

Senator Gore. Give us a memor andum, i in response to the questions 
of Senator Cotton. 

Secretary Werks. All right. 

Senator Kerr. And specifically if he thinks that he can under the 
law participate in that acquisition, if it is made by the State, and 
if he thinks so have him brief it for us. 

Senator Hruska. I should like to make this observation in that 
connection. So igs as there being no prohibition in the law is con- 
cerned, there was a provision at one time in the act as submitted to 
the Senate providing for the acquisition of certain easements in that 
connection, and it was stricken. It just seems to me—I wouldn’t want 
to invade the province of the General Counsel, or whoever is going 
to give this legal opinion—there is a matter of legislative intent ‘there 
which might be taken into consideration in that regard. 

There is a lot of merit to what the chairman said, that you don’t 
get authority from the air; that you can’t leave something suspended 
that you can predicate much authority on. 

Senator Corron. Mr. Chairman, it was not my purpose to raise 
the point here that would complicate your situation. I realize that 
perhaps only a short time may elapse before at least we can attempt 
to have further action on this. But I feel so strongly that to acquire 
rights-of-way without these easements, and then go back under some 
subsequent act and acquire the easements, would result in such added 
expense. It seems to me that if a State voluntarily had gotten the 
easement thrown in with the right-of-way that it might be different 
from a situation where obviously the State had paid an added amount 
for the easement or right-of-way. 

If it isn't too much trouble I would be interested in what you come 
up with. 

Secretary Weeks. We will try to get something on that point before 
the hearings are adjourned. 

(The information referred to is as follows :) 





DEPARTMENT OF COMMERCE, 
February 19, 1957. 
OFFICE MEMORANDUM 
ro: The Secretary. 
From; General Counsel. 
Subject : Advertising Easements on Property Adjacent to Federal-Aid Highways. 
During the course of testimony by the Secretary of Commerce before the Sub- 
committee on Roads of the Senate Committee on Public Works on January 7, 
1957, the chairman of the subcommittee requested that he be furnished with a 
legal opinion on the following questions; 
1. May Federal-aid highway funds be used to reimburse the States for costs 
incurred in acquiring advertising easements on property adjacent to highway 
rights-of-w ay? 


» Mi fe 


1y i cretary cf Commerce acquire advertising easements on property 
adj: went to hishw: iy rights-of-way with Federal-aid highway funds? 

It is my opinion that the Federal-aid highway laws (1) do not authorize the 
use of Federal-aid funds to reimburse the States for all or any part of the cost 
of acquiring advertising easements except in certain limited instances where 
acquisition of such easements alone may be entirely sufficient to preserve the 
natural beauty, and (2) do not authorize the Secretary of Commerce to acquire 
advertising easements with Federal-aid highway funds. 








24 NATIONAL HIGHWAY PROGRAM 


REIMBURSEMENTS TO THE STATES 


Under section 5 (a) of the Federal-Aid Highway Act of 1944 (58 Stat. 838), 
and provisions of other Federal-aid highway legislation, the Federal share pay- 
able on account of any project is limited to a certain percentage of the construc- 
tion cost. The term “construction” is defined in section 1 of the Federal-Aid 
Highway Act of 1944, as amended by section 119 of the Federal-Aid Highway 
Act of 1956 (70 Stat. 374), as follows: 

“The term ‘construction’ means the supervising, inspecting, actual building, 
and all expenses incidental to the construction or reconstruction of a highway, 
including locating, surveying, and mapping (including the establishment of 
temporary and permanent geodetic markers in accordance with specifications 
of the Coast and Geodetic Survey in the Department of Commerce), costs of 
rights-of-way, and the elimination of hazards of railway-grade crossings.” 

The term “construction,” which has been included in the Federal-aid highway 
laws since the Federal Highway Act of 1921 (42 Stat. 212), has been consistently 
construed as applying only to costs directly attributable to construction opera- 
tions and not to include property acquisition costs other than those expressly 
included in the term “construction” by statutory definition. In fact, costs of 
rights-of-way acquisition were expressly excluded from the definition until the 
act of July 13, 1943 (57 Stat. 560). 

Only two types of property acquisition costs relevant to this question have 
been brought within the meaning of the term “construction” by statutory defini- 
tion: (1) costs of right-of-way, by the act of July 13, 1948 (57 Stat. 560), and 
the Federal-Aid Highway Act of 1944 (58 Stat. 838); and (2) costs of purchas- 
ing adjacent strips of land of limited width and primary importance for the 
preservation of natural beauty, by section 11 of the Federal Highway Act of 
1940 (54 Stat. 867). 

The Federal-aid highway statutes do not include a definition of “right-of- 
way,” or a breakdown of the various items included in right-of-way costs for 
which a State may be reimbursed. State laws have, however, limited right-of- 
way costs to those incurred by a State in acquiring land and interests in land 
which are necessary for the highway improvement and constitute an inherent 
part of the ultimate design of the facility. 

The term “highway right-of-way” has been used in State statutes as a general 
term denoting land, property, or interest therein, usually a strip, acquired or 
devoted to a highway. The term has generally been construed by the courts as 
including property necessary for present or future use for roadway surfaces, 
roadway subgrades, shoulders, median strips, access control, drainage struc- 
tures, roadway fills, guardrails, bridges, highway and railroad grade elimination 
structures, tunnels, overpasses, underpasses, and other facilities forming an 
integral part of a road or highway, but not including easements acquired 
solely for the purpose of controlling advertising outside of the areas devoted to 
these uses. 

The Congress appears to have recognized that the term “right-of-way” did 
not include adjacent areas of land when it enacted section 11 of the Federal 
Highway Act of 1940, authorizing the use of Federal funds for the purchase of 
strips of land adjacent to the highways for the preservation of the natural 
beauty. It also appears to have recognized that advertising easements were not 
included within the term “right-of-way” when it struck a provision from the 
Federal-Aid Highway Act of 1956, prior to its enactment, which would have 
authorized the Secretary of Commerce to acquire such easements under certain 
circumstances. 

Although the acquisition of land under the provisions of section 11 of the 
Federal Highway Act of 1940 would have the effect of restricting advertising 
upon such land, the use of Federal-aid funds to reimburse the States for the 
acquisition of easements solely for the purpose of restricting advertising would 
not appear to be authorized except in very few instances. The legislative history 
of the provision indicates that acquisition of fee title, or a lesser interest suffi- 
cient for preservation of the natural beauty and prohibition of commercial 
development, was contemplated. 

In areas where there are no trees, vegetation, or other natural objects of 
beauty that need to be protected from cutting or removal, and where there is no 
probability of residential, commercial, or industrial development, acquisition 
of advertising easements alone might be sufficient for preservation of the natural 
beauty. However, in other areas where preservation of the natural beauty 
requires that land adjacent to the highways be protected from denudation and 
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encroachment of residential, commercial, and industrial development, prohibition 
of advertising alone would not satisfy the congressional objective to preserve 
the natural beauty. 

Acquisition of advertising easements alone, therefore, would not in most 
instances accomplish the congressional objective under section 11 of the Federal 
Highway Act of 1940, and Federal-aid funds would not be eligible for participa- 
tion in the cost of acquisition of such easements where the congressional ob- 
jective would not be satisfied. 

In this connection, it should be pointed out that very few States have authority 
at the present time to acquire easements adjacent to the highway right-of-way. 
Statutes of several States authorize the acquisition of rights-of-view, in addition 
to the companion rights of access, air, and light. However, it is probable that 
the statutes of these latter States would be construed by the courts as authoriz- 
ing only obstruction of the abutting owner’s right-of-view rather than preventing 
advertising by such owner which would interfere with the view of the 
highway user. 

Even in those few instances where Federal-aid highway funds are eligible 
for reimbursing the States for a portion of the cost of acquiring easements 
adjacent to the highway right-of-way, the States may not be required to acquire 
or control marginal lands as a condition to the approval of any Federal-aid 
highway project. 

A proviso in section 2 of the Federal-Aid Highway Act of 1944 (58 Stat. 838) 
provides: “That the Commissioner of Public Roads shall not, as a condition 
of approval of any project for Federal aid hereunder, require any State to 
acquire title to, or control of, any marginal land along the proposed highway 
in addition to that reasonably necessary for road surfaces, median strips, gutters, 
ditches, and side slopes and sufficient width to provide service roads for adjacent 
property to permit safe access at controlled locations in order to expedite traffic, 
promote safety, and minimize roadside parking.” 

The legislative history of the Federal-Aid Highway Act of 1944 shows that 
the substance of the proviso was adopted as an amendment on the floor of the 
House ‘for the purpose of insuring that*the Federal-aid highway ‘program could 
not be used as a club to force the States to acquire marginal lands for the purpose 
of controlling advertising and commercial development adjacent to the 
right-of-way. 

DIRECT FEDERAL ACQUISITION 


Section 109 of the Federal-Aid Highway Act of 1956 (70 Stat. 374) permits 
the Secretary of Commerce, when requested by any State and subject to certain 
conditions, to “acquire any lands or interests in lands (including * * * the 
control of access thereto from adjoining lands) required by such State for right- 
of-way or other purposes in connection with the prosecution of any project 
for the construction, reconstruction, or improvement of any section of the Inter- 
state System * * *,” 

Although the provisions of section 109 are extremely broad in that they 
apply to “* * * lands or interests in lands * * * required * * * for right-of- 
way or other purposes in connection with the prosecution of any project * * *,” 
it is clear from the legislative history of the section that Congress did not intend 
for the Secretary of Commerce to acquire advertising rights on lands adjoining 
the right-of-way. Section 4 of S. 1048, which was reported by the Senate Com- 
mittee on Public Works on May 13, 1955 (S. Rept. 350), was similar to sec- 
tion 109 of the Federal-Aid Highway Act of 1956, but included within the term 
“interests in lands” which could be acquired, was the following. provision: “and 
the exclusive right to advertise on lands adjoining and not exceeding five hun- 
dred feet from the right-of-way.” This provision, however, was stricken from 
the bill by an amendment agreed to by unanimous consent on the floor of the 
Senate, after extended debate concerning the inadvisability of the Federal 
Government entering the field of regulating outdoor advertising. No further 
consideration was given to the matter by the Congress. 


Senator Gorr. Senator Hruska, do you have further questions? 

Senator Hruska. Just this additional observation: It is my under- 
standing that some States have already done that. In fact, the 
Ohio Turnpike I think is one of the instances where there was 
acquiring of certain easements and so on. However, we get back to 
Senator Scott’s observation about States rights and I wonder how 
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much we are going to pay lipservice to States rights and then wher 
we come to a specific problem here we will override the States rights 
by getting to the field of Federal control and Federal jurisdiction. 

I throw that out for whatever it is worth at this time. 

Senator Corron. The States can buy anything they want to, if they 
want to pay for it. It is just a question of whether they can get the 
full 90 percent. 

Senator Hruska. That is right. And also whether we want to go 
into the business of buying easements by virtue of affirmative provi- 
sions within the act which would be amended for that purpose. 
Other than that I would just say this: I would like to join those of 
my colleagues who have already commended the Secretary and the 
Department and the Bureau for the progress that has been made so 
far with this act. I think it is nothing short of phenomenal. After 
all, the act was signed on June 29, and by June 30, according to your 
statement, Mr. Secret: iry, if the rate of the commitment will be con- 
tinued, all of the funds which have been authorized will be obligated. 
I think that is a terrific thing. It shows that the Department. the 
Bureau and Department, have proceeded to the administration of 
this act very vigorously and aggressively, not only in substance but 
likewise to its spirit. 

IT am looking forward with a great deal of interest to the studies 
which you have indicated are being made pursuant to the act. 

Again, I would like to commend the Department and the Bureau 
for the progress which has been made. 

Senator Gore. If the other members of the committee do not now 
have further questions, the chairman has a few. 

Mr. Secretary, the hearing was not called to indicate that the com- 
mittee was critical of the administration of the program thus far. 
I have been, as one member of the committee, concerned with reports 
that I have heard from time to time about tardiness in the program. 

For one thing, the committee acceded to your request last August to 
quickly pass a bill authorizing the appointment of an Administrator. 
Thus far we do not have an Administrator. That is a matter of some 
concern. Of course I recognize that President Eisenhower and per- 
haps the Secretary of Commerce had a few other things on their 
minds during the course of the fall but a program of this importance 
needs vigorous administration. 

This is not,in any way to underrate or deprecate the capacity and 
the contribution of Mr. Volpe. He has stated, unfortunately, that is 
to be regarded as only a temporary appointee. 

With that bac ‘ground, you will recall that at the time the commit- 
tee acceded unanimously to your request and cleared the decks and 
passed the bill in a matter of hours, that some members of the com- 
mittee had in mind that a program of this importance and enormity 
could better be administered by an independent nonpolitical Com- 
mission than by a political appointee. 

Testimony will be presented with respect to that point of view 
later in the hearing, but the Chair would certainly like to accord 
to you the opportunity to present he ec views you wish to present 
with respect to that suggestion now, or it would be glad to invite you 
to come back later on that point. 

Secretary Weeks. Do you mean to comment with respect to the 
Commission that you originally suggested ? 
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Senator Gore. Yes. 

Secretary Wrexs. Do you expect to bring that up during the pres- 
ent series of hearings? 

Senator Gore. Testimony will be presented on that point. 

Secretary Weeks. I w ould prefer, Senator, to come up at the end 
of the hearings or later in the hearings and talk on that phase. But 

right now, if I may suggest, I think we have a Federal Highway 
Administrator which was contemplated by the bill which you were 
so helpful in sponsoring and having passed. 

The arrangement which was made under which Mr. Volpe came 
in on an interim, so to speak interim basis, and Mr. Tallamy will 
come along later if confirmed by the Senate when his name appears, 
as it will shortly, seemed to me, as I studied the matter from the 
time the legislation was passed the Ist of August until the President 
made his announcement on the 12th of Oc tober, the best way of work- 
ing this out. 

Mr. V olpe is adequate in his knowledge of the subject and ability 
to do the job but he could not continue. He is forced to return to 
his own business. Under the arrangement that we worked out, he 
has been in constant touch with Mr. Tallamy. So if Mr. Tallamy 
is confirmed by the Senate and made Federal Highway Adminis- 
trator, there will be a continuity of the operation that could only be 
possible because of the fact that these two men have worked together 
in the past in the Association of State Highway Officials and are 
friends and think alike on these problems ‘and have been working 
very well together. Mr. Volpe has been moving along in the process 
of developing the administrative procedures of the Bureau to handle 
this act, and so on. 

It has worked out very well. So I again say with all respect, I 
would not like the record from my standpoint to show that we have not 
had a Federal Highway Administrator because I think legally and 
otherwise we have, Mr. Chairman. 

Senator Casr. Mr. Chairman, would the chairman permit me an 
observation ? 

Senator Gore. Yes, indeed. 

Senator Case. I am just a little surprised, frankly, at the question 
that was raised. I thought that the policy that was followed was 
very considerate. First of all, because the law as passed provided 
for appointment by the President, by and with the consent and advice 
of the Senate. Having in mind the political hazards that occurred 
during the fall, it seemed to me it was considerate of the Secretary 
of Commerce not to insist upon an appointment until it could be 
made by the President who might be elected in November, and then 
submitted for confirmation. 

It also occurred to me, and I thought this at the time T read the 
newspaper accounts of the selection of Mr. Tallamy for the appoint- 
ment. that. would be submitted to the Senate, that it was possible that 
the Secretary found it impossible to get Mr. Tallamy’s services on an 
interim basis until the matter might be presented to the Senate. 

My interpretation of it was not any interpretation of unwillingness 
to abide by the act but it was rather consideration for the hazards of, 
November and also for the personal situation perhaps, of a man who 
nid a position in New York that he couldn't leave on a temporary 
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Secretary Weeks. In view of all the circumstances and additionally 
the fact that Mr. Tallamy could not rearrange his affairs immediately, 
we worked out this so-called package deal. I think it has worked very 
well. I think the record will show that we have made progress and I 
am very pleased with what Mr. Volpe has done and I am sure the 
committee and everybody concerned will be pleased with Mr. Tallamy’s 
contribution when he gets on the job, if he does. 

Senator Gore. My question, Mr. Secretary and members of the com- 
mittee, should not in any way be interpreted as being in deprecation 
of Mr. Volpe’s services. I only regret that he cannot be permanently 
with the Bureau. I believe that, in the interest of continuity of ad- 
ministrative direction, it would be fair to say that the program might 
well be further advanced if you had been able to find an Administrator 
who would take a recess appointment and continue in the direction of 
the program. 

I did not understand from conversations I had with certain people 
that the gentleman from New York in any way was reluctant to take 
the position because of the uncertainty of the election in November. 

I understood it was other factors. Is that not true? 

Secretary Weerxs. It was because he was completely confident about 
November, I guess, but I don’t think that was particularly a factor in 
his statement. But let me say this: I am sure, Senator, we have the 
continuity that you would like and that I am sure we would all like 
because there has been no major move made that Mr. Volpe hasn't 
talked over with Mr. Tallamy to get his ideas as to how this thing 
ought to proceed. I have made myself sure all the way through that 
we would have that continuity. Many times I have said to Mr. Volpe, 
“T think we had better run this out with Mr. Tallamy just to get his 
ideas so we will all be thinking in the same direction.” 

Senator Gore. But here the committee is reviewing the program 
and we do not have the benefit of the gentleman’s views nor does he 
have the benefits of ours. But you want to come back later to discuss 
the method of administration, and you shall certainly have that 
privilege. In fact you have that invitation now. 

We will go into the matter further. 

In your statement you refer, on page 2, to a meeting in Chicago by 
State highway officials, in which they voted for a set of standards. 
I want to preserve the cooperative relationship between the Bureau of 
Roads oad the various State highway departments. As one member 
of the committee, however, I have felt that the Bureau of Roads give 
a more positive direction particularly to the National System of Inter- 
state Highways than has been the case heretofore. To what extent 
did the geometric standards approved at that meeting represent the 
views of the Bureau of Roads and to what extent were they originated 
by the Bureau of Roads on the one hand and the various State high- 
way departments on the other ? 

retary Weeks. As I said in my statement, in anticipation of the 
passage of the act studies were made on these standards so that when 
the act was passed it was simply a question of bringing the studies up 
to date consonant with the specific provisions of the Highway Act. 

We have followed all the way through the provisions of the statute, 
section 108-I, which says they will be approved by the Secretary of 
Commerce in cooperation with the State highway departments. 
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Senator Gore. I did not intend, Mr. Secretary, to raise any question 
as to the legality of the procedure. I wanted to get at the practical 
working relationship. I wanted to find out whether the Department 
had pli ryed a major or a minor role. Did you attend the meeting in 
Chicago at that time ? 

Secretary WEEKS. I didnot. 

Senator Gore. You had no highway administrator at that time? 

Secretary Werks. Mr. Curtiss was Commissioner at that time. He 
was there. And Mr. Volpe was there at that time. He was the State 
commissioner of Massachusetts. Do you want to state what went on 
there ? 

Mr. Votrr. Yes, I can comment on that. I, as a member of the 
executive committee of the American Association of State Highway 
Officials was present in Kansas City when these standards were 
brought before the executive committee. 

Senator Gore. Who brought them before the committee ? 

Mr. Vorrr. The design practice committee of the American Associ- 
ation of Highw ay Officials, whose secretary is Joe Barnett, the deputy 
to the Assistant Commissioner for Engineering. The Bureau has 
always taken a very active lead and undertaken the leadership as a 
matter of fact in this field from w ay back in 1945. 

It was early in 1955 when a draft of these proposed standards w 
prepared. It was reviewed and later brought up again in Saentae 
1955 with a view that a Federal highway act of the proportions en- 
visioned might be passed by the coming Congress. And as the bill 
went along through its various stages in ‘the spring of 1956 additional 
work was done and then when the act was about to be passed and we 
knew exactly what the contents were, last-minute changes were made 
and I can assure you that Mr. Barnett, who was secretary of the com- 
mittee—and you know what the secretaries of committees do some- 
times; they are the workhorses of the committee—undertook I am 
sure great leadership, together with his assistants and Mr. Curtiss 
as well who sat in on all of these meetings in the final development 
of these standards. 

After they were approved by the executive committee, of which 
Commissioner Curtiss was a member and I happened to be a member 
as one of the State officials, they were presented to the division’s en- 
gineers by the Bureau, through Commissioner Curtiss, for their views 
and comiments and suggestions, and thereupon were submitted to all 
the chief officials of the State highway departments assembled in 
Chicago on July 11 and 12 at which time they were finally adopted, 
with Commissioner Curtiss taking much of the leadership and much 
of the discussion at the Chicago meeting when these standards were 
adopted by the State highway officials. 

They were then submitted of course officially to the Bureau. How- 
ever, we having participated all the way along with the development 
of the standards certainly I can say with a degree of assurance, — 
been present at these meetings, that the Bureau, even though Iw 
not a part of it at that time, undertook a great deal of leadership ia 
the development of these standards, 

Senator Gorr. You can give us the advantage of having worn both 
hats then. 

Mr. Votre. Yes. 
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Senator Gorr. Would you supply the committee with a set of the 
geometric standards as imeeuved by the Department of Commerce? 

Mr. Vopr. I will be very glad to. 

Senator Gorr. That will be included in the record. And if you 
would be so kind as to send a copy to the office of each member of the 
committee, the whole committee as well as the subcommittee, we would 
appreciate it. 

(The item referred to above is as follows:) 


GEOMETRIC DESIGN STANDARDS FOR THE NATIONAL SYSTEM OF INTERSTATE AND 
DEFENSE HIGHWAYS 


(Adopted July 12, 1956, by the American Association of State Highway Officials. 
Approved July 17, 1956, by the United States Department of Commerce, Bureau 
of Public Roads, Washington, D. C.) 


GENERAL 


The National System of Interstate and Defense Highways is the most impor- 
tant in the United States. It carries more traffic per mile than any other com- 
parable national system and includes the roads of greatest significance to the 
economic welfare and defense of the Nation. The highways of this system must 
be designed in keeping with their importance as the backbone of the Nation’s 
highway system. To this end they must be designed with control of access to 
insure their safety, permanence, and utility and with flexibility to provide for 
possible future expansion. Two-lane highways should be designed so that pass- 
ing of slower moving vehicles can be accomplished with ease and safety at prac- 
tically all times. Divided highways should be designed as two separate one-way 
roads to take advantage of terrain and other conditions for safe and relaxed 
driving, economy, and pleasing appearance, All known features of safety and 
utility should be incorporated in each design to result in a National System of 
Interstate and Defense Highways which will be a credit to the Nation. 

These objectives can be realized by conscious attention in design to their attain- 
ment. All interstate highways shall meet the following minimum standards. 
Higher values which represent desirable minimum values, a device used in 
previous interstate standards, are not shown because it is expected that designs 
will generally be made to values as high as are commensurate with conditions, 
and values near the minimums herein will be used in design only where the use 
of higher values will result in excessive cost. In determination of all geometric 
features, including right-of-way, a generous factor of safety should be employed 
and unquestioned adequacy should be the criterion. All design features required 
to accommodate the traffic of the year 1975 shall be provided in the initial design ; 
however, where justifiable, the construction may be accomplished in stages. 

The American Association of State Highway Officials’ policy on geometric de- 
sign of rural highways, the policy on arterial highways in urban areas, when 
adopted, and the standard specifications for highway bridges shall be used as 
design guides where they do not conflict with these standards. 


TRAFFIC BASIS 


Interstate highways shall be designed to serve safely and efficiently the volumes 
of passenger vehicles, buses, and trucks, including tractor-trailer and semitrailer 
combinations and corresponding military equipment, estimated to be that which 
will exist in 1975, including attracted, generated, and development traffic on the 
basis that the entire system is completed. 

The peak-hour traffic used as a basis for design shall be as high as the 30th 
highest hourly volume of the year 1975, hereafter referred to as the design 
hourly volume, “DHV (1975).” Unless otherwise specified, DHV is the total, 
two-direction volume of mixed traffic. 


CONTROL OF ACCESS 


On all sections of the Interstate System, access shall be controlled by acquiring 
access rights outright prior to construction or by the construction of frontage 
roads, or both. Control of access is required for all sections of the Interstate 
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System. Under all of the following conditions, intersections at grade may be 
permitted in sparsely settled rural areas which are a sufficient distance from 
municipalities or other traffic-generating areas to be outside their influence, and 
where no appreciable hazard is created thereby. 

(a) The interstate highway is a 2-lane highway having a DHV (1975) of less 
than 500. 

(b) Each intersection at grade is with a public road or private driveway with 
little potential for traffic increase and on which the current average daily traffic 
does not exceed 50 vehicles. 

(c) Such intersections do not exceed two per side of the interstate highway 
per mile. 

(d) Sufficient additional corner right-of-way at each intersection at grade is 
acquired to insure that access connections on the crossroad are sufficiently re- 
moved to minimize interference with the interstate highway. 

(e) The right to eliminate, terminate, or reroute each such public road or 
private driveway is vested in the appropriate public authority at the time of 
initial construction. 

Where a grade separation is called for under these standards and extraor- 
dinary conditions exist under which a grade separation would not be in the 
public interest, an intersection at grade may be permitted through agreement 
between the State highway department and the Secretary of Commerce. 


RAILROAD CROSSINGS 
Railroad grade crossings shall be eliminated for all through-traffic lanes. 
INTERSECTIONS 


All at-grade intersections of public highways and private driveways shall be 
eliminated, or the connecting road terminated, rerouted, or intercepted by 
frontage roads, except as otherwise provided under “Control of Access.” 


DESIGN SPEED 


The design speed of all highways on the system shall be at least 70, 60, and 
50 miles per hour for flat, rolling, and mountainous topography, respectively, 
and depending upon the nature of terrain and development. The design speed 
in urban areas should be at least 50 miles per hour. 


CURVATURE, SUPERELEVATION, AND SIGHT DISTANCE 


These elements and allied features, such as transition curves, should be cor- 
related with the design speed in accordance with the policy on geometric design 
of rural highways of the American Association of State Highway Officials. 

On two-lane highways, sections with sufficient sight distance for safe passing 
should be frequent enough and the total length of such sections be a sufficient 
percentage of the highway length to accommodate the DHV. Where it is not 
feasible to provide enough passing opportunities, a divided highway should be 
provided instead. 

GRADIENTS 


For design speeds of 70, 60, and 50 miles per hour, gradients generally shall 
be not steeper than 8, 4, and 5 percent, respectively. Gradients 2 percent steeper 
may be provided in rugged terrain. 


WIDTH AND NUMBER OF LANES 


Traffic lanes shall not be less than 12 feet wide. 

Where the DHV (1975) exceeds 700 or exceeds a lower two-lane design 
capacity applicable for the conditions on a particular section, the highway 
shall be a divided highway. For lower volumes, the highway shall be a two- 
lane highway so designed and located on the right-of-way that an additional 
two-lane pavement can be added in the future to form a divided highway. 

Efficiency and capacity of two-lane highways may be increased by providing 
added climbing lanes on upgrades where critical lengths of grade are exceeded or 
by providing more frequent and longer sections safe for passing. 
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MEDIANS 


Medians in rural areas in flat and rolling topography shall be at least 36 feet 
wide. Medians in urban and mountainous areas shall be at least 16 feet wide. 
Narrower medians may be provided in urban areas of high right-of-way cost, 
on long and costly bridges, and in rugged mountainous terrain, but no median 
shall be less than 4 feet wide. 

Curbs or other devices may be used where necessary to prevent traffic from 
crossing the median. 

Where continuous barrier curbs are used on narrow medians, such curbs shall 
be offset at least 1 foot from the edge of the through-traffic lane. Where vertical 
elements more than 12 inches high, other than abutments, piers, or walls, are 
focated in a median, there shall be a lateral clearance of at least 314 feet from 
the edge of the through-traffic 1 ane to the face of such element. 


SHOULDERS 


Shoulders usable by all classes of vehicles in all weather shall be provided 
on the right of traffic. The usable width of shoulder shall be not less than 
10 feet. In mountainous terrain involving high cost for additional width, the 
usable width of shoulder may be less but at least 6 feet. Usable width of 
shoulder is measured from edge of throuch-traffic lane to intersection of shoulder 
and fill or ditch slope except where such slope is steeper than 4 to 1 where it is 
measured to beginning of rounding. 


SLOPES 


Side slopes should be 4 to 1 or flatter where feasible and not steeper than 
2 to 1 except in rock excavation or other special conditions. 


RIGHT-OF-WAY 


Fixed minimum widths of right-of-way are not given because wide widths 
are desirable, conditions may make narrow widths necessary, and right-of-way 
need not be of constant width. The following minimum widths are given as 
guides. 

In rural areas right-of-way widths should be not less than the following, plus 
additional widths needed for heavy cuts and fills: 





Minimum width in feet 
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In urban areas right-of-way width shall be not less than that required for 
the necessary cross-section elements, including median, pavements, shoulders, 
outer separations, ramps, frontage roads, slopes, walls, border areas, and other 
requisite appurtenances. 

CULVERTS 


All culverts shall be of sufficient length to accommodate the pavements, medi- 
an, and shoulders. 
BRIDGES AND OTHER STRUCTURES 


The following standards apply to interstate highway bridges, overpasses, and 
underpasses. Standards for crossroad overpasses and underpasses are to be 
those for the crossroad. 

Bridges and overpasses, preferably of deck construction, should be located to 
fit the overall alinement and profile of the highway. 

The clear height of structures shall be not less than 14 feet over the entire 
roadway width, including the usable width of shoulders. Allowance should be 
made for any contemplated resurfacing. 
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The width of all bridges, including grade-separation structures, of a length 
of 150 feet or less between abutments or end supporting piers shall equal the 
full roadway width on the approaches, including the usable width of shoulders. 

Barrier curbs on bridges longer than 150 feet between abutments or end sup- 
porting piers, and curbs on approach highways, if used, shall be offset at least 
2 feet. Offsets to face of parapet or rail shall be at least 3% feet measured 
from edge of through-traffic lane, and apply on right and left. 

The lateral clearance from the edge of through-traffic lanes to the face of 
walls or abutments and piers at underpasses shall be the usable shoulder width 
but not less than 8 feet on the right and 4% feet on the left. 

A safety walk shall be provided in tunnels and on longspan structures on 
which the full approach roadway width, including shoulders, is not continued. 

Senator Gore. Mr. Secretary, what have been your problems thus 
far with respect to the limitation of access? Before you answer the 
question I would like to relate my experience. It has been a surprising 
one. I may have a different kind of surprise later on. Thus far, as 
the rights-of-way have been surveyed and are being surveyed in the 
State which I have the honor to represent in part, I have had only 1 
telephone call and only 1 delegation concerning limitation of access. 

What has been your experience ? 

Secretary Weeks. Do you want to answer that, Mr. Volpe? 

May I say before Mr. Volpe answers, as to the actual experience, 
that it has been my general experience that these limited-access roads 
are very popular and that that is an integral part of the setup and is 
so recognized to be, and people like it and want it. I would say that 
my general experience has been just what yours has been, Mr. Chair- 
man. Whether or not we have had any variation from that in the 
actual day-by-day operation of the Bureau I would like Mr. Volpe 
to comment on. 

Mr. Votrr. Thank you. Mr. Chairman, we can only say that cer- 

tainly the principle of controlled access is no longer a thought or 
something which seems desirable. The development of controlied 
access features cert tainly over the last few years, even without the in- 
terstate standards, has shown in those States which have adopted 
limited access that you can preserve the traflic capacity of that high- 
way, of course, by limiting access. There is no better example per- 
haps of the type of situ: ition I refer to than we have right in my own 
State of Massachusetts where the Commonwealth 20 years ago built 
the Worcester Turnpike running through the hometown of our good 
Secretary, and at that time, 20 years ago, it was believed to be a pretty 
fine example of expressway construction. 

Today, because of the fact that limited access was not a feature in 
those days, it is no more than a city street, and although it is carrying 
45,000 or more vehicles per day it certainly does so very dangerously 
and certainly all the driveways and openings on that highway have 
severely reduced its traffic capacity as well as endangering all the 
motorists who use that highway. Over 50 deaths have occurred in 
some 5 years. 

T can say to you that by and large the Nation as a whole, the State 
highway departments and others have developed the principle of con- 
trolled access. There will of course be, from time to time—and we 
have had some, shall I say, objection to the controlled access feature 
on the part of those whose livelihood may be affected, and justly so. 
Of course a person’s own personal situation is foremost in his own 
mind. If a controlled access highway is built which deprives him of 
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his livelihood or lowers the income which he was receiving, of course 
he is affected and vitally concerned. 

We can only say that the provision which you have incorporated 
and some believe very wisely and others do not agree with it—which 
provides for no service stations and no other service facilities on the 
Interstate System, I believe has to a great measure alleviated the 
objections which normally would be expected if the Interstate System 
were going to have a great many other service facilities that would of 
course compete with those established facilities that are off or would 
be off the Interstate System. 

I think that we are going to from time to time receive objections. 
To date I would say that compared to the size of the program the ob- 
jections have been, I would say, quite minor. 

Senator Gore. Mr. Secretary and gentlemen of the committee: 
‘This is the day when bills are to be introduced. And unless members 
are there at noon, due to the joint session, they may not have the 
opportunity of introducing bills a matter in which most of us are 
interested. 

In your statement, Mr. Secretary, you referred to certain States 
that have not made satisfactory progress and you indicated that the 
Administrator is visiting certain States to render assistance. On 
tomorrow we will expect the Administrator to identify the States 
which have not made, in the view of the Department, satisfactory 
progress. 

We will expect the presentation of material and facts on the de- 
velopment of engineering plans, the rate of submission of projects, 
the availability of eusentale and engineering talent within the vari- 
ous State highway departments and the Bureau of Public Roads, and 
other facts with respect to the operation of the program thus far. 

I believe that the Administrator can adequately cover that. The 
committee would be pleased to have you return if you desire. If not, 
the committee thanks you very much for your coming here today. 

Secretary Wrexs. Thank you, sir. 

Senator Gore. There will be no meeting this afternoon. The com- 
mittee will adjourn until 10 a. m. tomorrow. 

Senator Busy. Will you meet all day tomorrow ? 

Senator Gore. No, just in the morning. 

(Thereupon, at 11:50 a. m., the committee was adjourned, to re- 
convene at 10 a. m., Tuesday, January 8, 1957.) 
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PROGRESS AND STATUS OF THE NATIONAL HIGHWAY 
PROGRAM 


TUESDAY, JANUARY 8, 1957 


Unirep States SENATE, 
ComMITTEE ON Pusiic Works, 
SuBCOMMITTEE ON PusBiic Roaps, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:12 a. m., in 
room 412, Senate Office Building, Hon. Albert Gore presiding. 

Present : Senators Gore (chairman of the subcommittee) , Kerr, Case, 
Bush, and Kuchel. 

Also present : Senators Cotton, Neuberger, and Hruska. 

Senator Gorr. The committee is pleased to have you appear for the 
first time in your capacity as a Federal official, Mr. Volpe. On behalf 
of the committee, I wish to express the regret that your employment 
with the Bureau of Roads is to be regarded as temporary. 

If you could make it permanent, if you and the proper appointive 
officials could agree upon a permanent status, the Federal Government 
would be the gainer but I fear your community would be the loser. 

The committee would be pleased to hear your statement. 


STATEMENT OF HON. JOHN A. VOLPE, FEDERAL HIGHWAY ADMIN- 
ISTRATOR; ACCOMPANIED BY CLIFTON ENFIELD, GENERAL 
COUNSEL; AND FRANK C. TURNER, DEPUTY COMMISSIONER AND 
CHIEF ENGINEER, BUREAU OF PUBLIC ROADS 


Mr. Voirr. Thank you, Mr. Chairman, I certainly appreciate the 
very kind remarks. I have been in public service now for 4 years and 
have overstayed my leave which I took from my firm for a 1-year 
period, and think it is about time I got back and spent some extensive 
time with my business and family. 

Senator Busu. Very familiar introduction. 

Senator Gore. Except for Senators. There is no reluctance on their 
part to render public service. 

Mr. Votrr. Mr. Chairman and gentlemen, I am indeed happy to 
appear before the subcommittee this morning to add to the statement 
of Secretary Weeks and to discuss further subjects proposed in your 
letter to him. 

The fundamental point which I believe is probably of most interest 
to you is the progress that has been made since this epoch-making leg- 
islation was passed by the Congress and signed by the President on 
June 29, 1956. 

In order to indicate the relationship between the progress made to 
date on this program, as compared to previous programs, I have pre- 
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pared a chart designated as figure 1, showing the relationship between 
the 1954, 1955, and 1956 calendar years. 

This first chart, gentlemen, note figure 1, shows Federal-aid contracts 
advertised and funds obligated i in calend: ar years 1954, 1955, and 1956. 

You will note that for the calendar year 1954, that approxim: ately 
$675 million representing this green line was either advertised for 
bids or obligated during that calendar year. 

You will note further that in calendar year 1955, that approxi- 
mately $850 million was advertised for bids or obligated, representing 
the red line. 

You will note that calendar 1956 denoted by the black line, shows 
a volume of $1,500,000,000 in contracts advertised or funds obligated. 
It is significant to note that the 1956 amount is approximately the 

same as 1955 and 1954 combined, certainly a very significant increase 
in a 1-year period. 

And as Secretary Weeks pointed out, you will note from the last 
6 months of this 1956 calendar year that $1,100,000,000 was advertised 
or obligated during that 6-month period alone. That is. of course, 
greater, that $1, 100,000, 000 for this 6 months is greater, than the 
previous picture which at that time was, of course, 1955. 

Of course, this figure is also the figure of $1,100,000,000 for those 
last 6 months of 1956 and it is 3 times greater than the progress in 
the first 6 months of 1956. 

We can turn this over and get this next chart. Figure 2 shows the 
progress of the Federal-aid highway program duri ing 12-month 
periods ending each month. In other words, this line is made by 
dropping off 1 month and adding 1 month at the first of each month, 
so it indicates the progress of the various Federal-aid programs com- 
bined, each month as the period goes along, starting with July 1, 1952. 

You will see that a fairly st: able rate was maintained there, ‘fairly 
even rate during fiscal 1953 and fiscal 1954 at approximately obli- 
gations totaling five hundred-odd million dollars on a rate of expendi- 
ture of $500 million per year. 

You will note further that in fiscal 1955, that rate increased to 

approximately a rate of $650 million of spe nding per year. 

In 1956, that is fiscal 1956, the annual rate increased reflecting the 
increased ones and increased appropriations that year to 
approximately $850 million. 

You will note further what happened in the first 6 months of fiscal] 
1957. You have practically a perpendicular line here [indicating] 
which indicates, of course, that it climbed to a rate of spending of 
$1,500,000,000 per year as of the first of January. 

Senator Casg. Mr. Volpe, is that a consolidated figure for all of 
the programs ? 

Mr. Votre. It is, sir. 

Senator Case. Are you going to show us a line for the several dif- 
ferent classes of Federal-aid programs? 

Mr. Vourr. I don’t have a line showing the different programs 
separated on charts, Senator. 

Senator Case. Can you percentagewise—what I am wondering is 
whether that straight line is the result of injecting the large interstate 
program or whether it reflects an increase in the rate of handling all 
of the programs? 
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Mr. Votre. I can say this to you, sir, that the ABC programs have 
increased to some degree during the first 6 months of fiscal 1957, 
but have not caused any significant rise in that line, 

Senator Case. Of course, you have thrown in here a program in the 
first year of interstate program of over $1 billion, which of itself 
would be more than the amount on the ABC programs in any prior 
year. 

Mr. Voter. That is right, sir. 

Senator Case. So that. just the mere introduction of a factor larger 
than the total factor you had before or the combination of all factors 
before would give you a tremendous increase if anything at all were 
done with it. 

Mr. Vopr. If you had been able to get it on the market, sir, and 
get it obligated. 

Senator Case. What I would like to know is whether or not there 
has been any acceleration of the primary, secondary, and urban pro- 
grams ¢ 

Mr. Vourr. There has been some acceleration, sir. I think the later 
testimony will indicate that for the calendar year 1956 there has been 
an increase—if I remember my figures correctly—from $716 million 
to $725 million in the ABC programs for this Res calendar year, sir. 

Senator Case. Mr. Chairman, if the graph is to really reflect the 
progress of the Federal highway program, it seems to me we should 
have specific figures or graphs which would show whether or not this 
almost vertical rise there is due to doubling the amount of money you 
are putting into the highway programs by reason of the Interstate 
System, or whether it represents an acceleration in all classes. 

Senator Gore. The composite figure might also be materially af- 
fected by the advertising of only a relatively few municipal projects, 
circumferential routes, very expensive in construction, but only a 
relatively few miles. 

In response to the interrogation of Senator Case, could you give us 
either a table or chart breaking down the programs as between the 
Interstate primary, secondary, and urban? 

Mr. Votre. We certainly can do that. 

Senator Gore. Thank you very much. 

Mr. Voure. Very glad to do that. In order that we might further 
relate the progress which has been made in the first 6 months of fiscal 
1957, we have prepared a chart here which shows the comparison of 
Federal-aid programs in the first postwar program of 1945, the pro- 
gram of 1954 which of course jumped the Federal-aid highway pro- 
eram rather substantially, and the 1956 program. You will note 
first that we are able to relate this in terms of only the first half year 
of this fiscal year, whereas these two previous programs, which are 
in green and red lines, indicate the progress on those programs by 
months after the : apportionment of the funds. 

So this is the zero point for all three of these programs and the 
chart indicates the progress made each month after the opportion- 
ment of those funds for these various programs. 

Now, first of all, the 1945 program shows the progress made in that 
full year of obligated funds totaling just above $200 million for that 
full year. It indicates that approximately $100 million had been 
obligated at the end of 6 months after the funds were apportioned. 
The red line indicating the 1954 program in which the funds were 
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rather substantially boosted shows that for the full year, $700 mil- 
lion had been obligated 12 months after the apportionment had been 
made, and likewise shows just about a level rate of progress at the 
end of 6 months, showed approximately $350 million which had been 
obligated after 6 months of apportionments. 

Senator Case. Are those fiscal years or calendar years? 

Mr. Vourer. In these particular cases they are the pppoe after the 
apportionment had been made, sir. It could be July 1, as is the case 
in the 1956 program. I believe in the 1945 program it was probably 
October 1, after the funds had been apportioned. In other words, 
these are specific months after the funds were apportioned. 

Senator Case. What is the normal date for making an apportion- 
ment ? 

Mr. Votre. It changes from time to time, sir. Generally speaking, 
it perhaps is made close to the beginning of the fiscal year, although 
that isn’t always the case, sir. 

Senator Casz. Why were those particular years selected, 1945 and 
1954? 

Mr. Votre. We tried to show how long it took to get specific pro- 
grams under way that were related to some particular change in the 
Federal-aid picture. In other words, the first postwar picture was a 
picture which we felt was the first indication of what the programs 
would be after the war. The 1954 year was selected, sir, because of 
the fact in that particular year the Congress jumped considerably the 
amount previously appropriated for Federal aid to highways. 

Senator Casr. The reason I asked that question is because 1945 
was clearly a year in which the first months of the year, whether it 
was the calendar year or fiscal year or the first few months after the 
apportionment was made, would be a year in which the first few 
months would reflect the playdown of domestic road construction 
during the war. 

Mr. Votre. You are right, sir. 

Senator Hruska. Would the Senator yield ? 

Senator Casr. Yes. 

Senator Hruska. Mr. Chairman? 

Senator Gore. Yes, sir. 

Senator Hruska. When was the apportionment made in 1945, what 
month ? 

Mr. Vorpr. I believe it was October 1. Am I right on that, Frank ? 

Mr. Turner. Yes, sir. 

Mr. Votre. October 1. 

Senator Hruska. This chart would go over into October 1946, in- 
sofar as that green line is concerned ? 

Mr. Votre. Yes, sir. 

Now the blank line, of course, represents the first 6 months after 
the apportionment of funds on the 1956 program, and it is interesting 
to note, of course, as I indicated earlier on the other chart, that you 
have obligated $1, 100 million in this first 6 months. Now, that is 
more by way of obligations in 6 months than in the first full year’s 
operation of both the 1954 and 1955 programs. 

I am just trying to indicate, gentlemen, the speed with which these 
funds were obligated after these apportionments were made. 
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Senator Casr. It seems perhaps a little irrelevant to the point you 
are making, although in one sense it is not. But I wonder if you 
could give us any figures as to the personnel which the Bureau of 
Public Roads has had for these same years ? 

Mr. Vourr. I would be glad to, Senator. 

Senator Case. I was wonderi ing whether or not that would demon- 
strate you are getting more or less dollars per man employed. 

Mr. Voter. I can say to you, sir, that I reviewed that picture very 
thoroughly. In 1946 the number of engineers who were utilized on 
Federal-aid programs of the Bureau was just about 22 less than it 
was | month ago, sir. 

Senator Casr. I noticed in reading your advance statement that you 
passed out yesterday, that at one point you referred to the change 
that was made in the handling of secondary projects, that is, projects 
for the secondary road programs. 

Mr. Votrr. Yes, sir. 

Senator Caspr. And you called attention to the fact you were operat- 
ing under this provision we wrote in the law, I think first in 1954 but 
again in the 1956 act. 

Mr. Votrr. Yes, sir. 

Senator Casr. Which simplified the procedures for handling second- 
ary road programs by accepting a certification by the States. 

Mr. Vorrr. Yes, sir. 

Senator Case. On the basis of the experience that you have had, 
would you say that that simplification of the procedures on the sec- 
ondary road program has enabled you to make better use of your per- 
sonnel and concentrate more on essentials and is in part responsible 
for this ability to get a larger number of road projects under contract 

Mr. Voter. You are absolutely right, sir. 

Senator Gore. So, in that respect, a significant portion of the ac- 
celerated obligation can be attributed to the 1954 act, and another 
significant part to the broader program of the 1956 act? 

Mr. Vourr. Yes, sir; you can, sir. 

Senator Gorr. All right. 

Mr. Votre. Figure 1, gentlemen, shows these same programs, 1945, 
1954, and 1956 programs, and instead of using dollars, we have used 
percentage of progress made, which relates percentagewise to the 
progress made in each of these programs, starting with the 1945 pro- 
gram. During the first full year you can see they had obligated 48 
percent of their funds made available at the end of the 12 months after 
those funds were apportioned. You will note that after 6 months, 
they had obligated approximately 15 percent of the funds in that 
program. 

You will note further that in the 1954 program, represented by the 
red line, that at the end of the first year after they had been appor- 
tioned, they had obligated approximately 81 percent of the funds 
and that at the end of 6 months they had obligated approximately 38 
percent of the funds at that time. 

Now in the 1956 program, notwithstanding the fact that it is 50 
percent greater in volume than the 1954 and 1945 programs combined, 
the rate of progress has been 55 percent of the apportioned funds for 
6 months after the funds were apportioned. 
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I believe those figures speak for themselves, gentlemen. I believe 
that it indicates a rate of progress which is certainly almost phe- 
nomenal, in my opinion, and this is not because I am the Administrator, 
because you realize I have been the Administrator for only 214 months. 
I believe it indicates a record of progress as a result of the fine organi- 
zation that we have at the Bureau of Public Roads, together with the 
wonderful partnership which exists between the States and the Bureau 
of Public Roads. 

(The charts referred to are as follows :) 
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PROGRESS OF THE FEDERAL-AID HIGHWAY PROGRAM 
DURING 12-MONTH PERIODS ENDING EACH MONTH 
2200 


FISCAL YEAR 1957 
$2 BULLION 








CONTRACTS ADVERTISED 
AND FUNDS OBLIGATED 





1600 


+ 1400 


> 
3 
° 


ro 
° 
° 


1200 


AUTHORIZATION FOR 


FISCAL YEAR 1956 -_ — 1000 


O75 MILLION 


3 
° 
3 





AUTHORIZATION FOR 
FISCAL YEARS 1954 @ 1955 
9576 MLL ION 


800 ! a + 1800 


600 600 


Boy 
° 
°o 





400 


12-MONTH TOTALS=-FEDERAL FUNOS—MILLION DOLLARS 


FISCAL YEARS 1952.8 1953 | 
$500 mi LiOn 


200 + 200 











JAN. | JAN. | JAN. | 
1953 1954 1955 1956 1957 
FIGURE 2 








NATIONAL HIGHWAY PROGRAM 


COMPARISON OF FEDERAL-AID PROGRAMS IN 1945, 1954 & 1956 
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COMPARISON OF FEDERAL-AID PROGRAMS IN 1945,1954 &. 1956 
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Mr. Votre. Of the $901 million of work which Secretary Weeks in- 
dicated has been started under the interstate program, $286 million in 
contracts have actually been awarded: project plans have been com- 
pleted, and are ready for advertising and contract award involving a 
cost of $181 million; right-of-way acquisition agreements have been 
consummated totaling $850 million and $84 million in engineering 
agreements have been approved. 

It is worthy of note that, notwithstanding the fact that the States 
have 2 years after the end of the fiscal year in which funds are appor- 
tioned to commit projects to agreement before their funds lapse, Sec- 
retary Weeks stated yesterday 6 States have already obligated all of 
their 1957 interstate funds apportioned to them on June 29, 1956; 6 
States have obligated over 75 percent of their 1957 funds; and 9 States 
have obligated from 50 to 75 percent of their 1957 funds. 

We are making every effort possible to assist the individual States 
where progress is below average. While the initiative must rest with 
the State itself, we are cooperating closely with them in efforts to ex- 
pedite progress. For example, I am leaving tomorrow for Lincoln, 
Nebr., to meet with the State legislature at the request of Gov, Vic- 
tor E. Anderson and the State highway engineer to discuss pessible 
efforts to be undertaken by that State to further advance the pro- 
gram there. A few days later I am going to Charleston, W. Va., to 
meet with State officials, at their request, to assist them in stimulating 
the program. In addition, I am personally communicating, by let- 
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ter, this week with each of thé chief engineers of those States where 
progress during these past 6 months is below average. 

I do want to point out that the States are continuing without in- 
terruption the processing of the regular Federal-aid projects with 
primary, secondary, and urban funds. For the calendar year 1956 
contracts were advertised on these programs totaling $752 million, as 
compared to $716 million for the calendar year 1955, Contracts using 
primary, secondary, and urban funds were advertised during the cal- 
endar year 1956 in an amount equal to 93 percent of the total 1957 
apportionments. 

enator Casz. Mr. Chairman. 

Senator Gore. Yes, sir. 

Senator Case. Mr. Volpe, what is your index for the construction 
dollar in 1956 as compared with 1955 ? 

Mr. Votrr. You mean, sir, at the end of the year, because we don’t 
have the actual 

Senator Casr. What would be applicable here? You are comparing 
a total of $752 million as advertised in calendar 1956 as compared with 
$716 million for the calendar year 1955, 

I was wondering whether there had been any change in the value 
of the construction dollar ? 

Mr. Voirr. The highway construction dollar is not as good today or 
3 months ago as it was 12 months before that. 

Senator Case. Does $752 million represent more miles of roads than 
$716 million did? 

Mr. Votrr. I can’t give you that answer specifically, Senator. It is 
difficult sometimes to determine whether a certain group of miles 
would be equivalent to another group of miles because of the types 
of improvement, but generally 

Senator Case. There might be some difference, but you think it 
might average out, too. 

Mr. Voutrz. That is true, sir. 

Senator Case. The reason I am asking is that, after all, use of engi- 
neer personnel reflects the work that you have to do. A mile of road, 
on the average, requires a certain amount of engineering. 

Mr. Votre. Yes, sir. 

Senator Case. Whether it is bought at $20,000 a mile or whether 
it is bought at $100,000 per mile, perhaps $100,000 per mile reflects 
more engineering, but also reflects, in part, the purchasing part of 
the dollar. 

I recall at one time we were given some figures that indicated that 
the road-construction dollar was worth about 47 cents as compared to 
the 1939 dollar, so I am wondering, if we are comparing total dollars 
of one year against another, what does that represent in terms of miles 
of road? 

Mr. Votre. We can try to get that information for you, sir. I be- 
lieve we can. 

Senator Case. I think that would be helpful. 

Mr. Votre. Yes, sir. 

Senator Case. Because our goal isn’t to spend so much money, but 
to get miles of road. 

Mr. Votre. We will be happy to get that information for you, sir. 
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Senator Kerr. Is the information you are going to get in terms of 
miles of road for the 2 years? 

Mr. Voupg. Yes, sir; for the secondary program that he has asked 
about: yes, sir. 

Senator Kerr. I would think he was asking about the number of 
miles built in 1955 for $716 million and number of miles built in 1956 
for $752 million. 

Mr. Votrr. For the ABC programs combined? Individually, per- 
haps, is the way you prefer to have it? 

Senator Casr. Yes, sir. 

Mr. Vourr. Administration of the program: Looking toward the 
enactment of this law, the Bureau began many months ago to study 
its organizational structure and procedures in an effort to be ready 
to handle the enlarged program in the most efficient manner and with 
a minimum increase in staff. The basic approach used was to delegate 
to the district offices in each State the maximum number of actions 
which could be handled at that level, retaining in the regional offices 
and the Washington office only those functions which it was felt could 
not properly be handled at the district level. 

Senator Gore. Mr. Volpe, I suppose you are acquainted with the 
experience of certain agencies of the Government who go through a 
period of decentr alization only to reverse themselves, ‘and then go 
through a period of centralization. I hope the Bureau will not go too 
far in delegating the real functions of the Bureau to district offices. 
There must be a central direction of the program. 

Mr. Vopr. I can assure you we have that very much in mind, sir, 
and only those actions have been delegated which we believe at the 
State level can be settled without further review. 

Since my appointment I have carefully reviewed the studies and 
actions taken in this regard. Consequently, further delegations of 
authority have been made so that at the present time perhaps half of 
the documents previously being sent to the regional and Washington 
offices are now given final handling within the district office which in 

each case is located in the same city as the State highway department. 
T his not only speeds up the actions but reduces the amount of paper- 
work and transmittal of documents from one office to another. 

In that regard, gentlemen, I might indicate just a few days ago we 
issued a policy and procedure memorandum in which we were able to, 
after c onsultation with all of the division heads who were affected and 
our division engineers who we consulted with very carefully on these 
points, delegate to the district offices and to the regional offices, certain 
authorities and certain approvals which previously had to come up 
either to the division or Washington level. 

Senator Gorr. As an example, have you not in fact delegated to the 
district office the authority to approve access points and “exit points 
on the new National System of Interstate Highways ? 

Mr. Vourr. The district office is not able to provide access at any 
point on the Interstate System in accordance with the law except at 
the actual interchange points, sir. There are just one or two very 
minor exceptions as “provided for in the standards which were ap- 
proved in the very sparsely settled areas in some of our States, par- 
ticularly in the West. 
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Senator Gore. I have a copy of your announcement. It states that 
there is included in the authority delegated to the district office the 
“detail location of the highways on the 40,000 mile Interstate System 
network between the cities or towns which are the control points ap- 
proved at Washington level.” 

In other words, you designate the control points and then have dele- 
gated to district offices authority to approve the location in between, 
say, Birmingham and Miami? 

Mr. Votre. It wouldn’t be that far,sir. We have intermediate con- 
trol points as well as the original control points and the delegations of 
authority are after the control points and intermediate control points 
have been established and of course the district engineers are working 
with actual standards and policy and procedure memorandums that 
have been established and must work within those procedures. 

In addition to that, of course, our regional offices are certainly over- 
looking the work in their region, the 4, 5, and 6 States that they might 
have under their command and certainly are able and we believe cer- 
tainly are doing the job of closely supervising those functions. 

Senator Gore. Since we are interrupting your statement in an in- 
formal way, would you at this point inform the committee of the 
policy and practice thus far of the Bureau of Roads with respect to 
approving the number of access points and changes thereof on the 
segments of the Interstate System thus far approved ? 

{r. Votre. The policy, Mr. Chairman, as provided for in the 
standards, provides for no access except at the actual interchanges 
which are provided to reach the access roads to the Interstate System. 
It is difficult to say how far apart those would be because they would 
vary from State to State depending on whether or not you are in an 
urban area or rural area. There are times when they might be as 
much as 5 miles, 8 miles apart, or further. There are times when 
they could be only a mile apart or perhaps even closer than that, 
but they would be only at those points where the planned access is pro- 
vided, as Commissioner Curtiss prefers to name them, planned access, 
so that you have access only by means of the interchanges which are 
provided at those points where it is necessary to service the traffic 
that desires to get on or off the Interstate System. 

Senator Gore. I appreciate your effort to inform us but you actually 
haven’t told us much. If it varies from State to State, and it may be 
5 miles, less than a mile, what is the planned access? What is the 
plan? Is this to be a National System or is it to serve local needs? 

Does that too vary with respect to States? Are your district offices 
delegated that authority and will it vary in application from district 
office to district office, or is the integrity of this system as a National 
System preserved in the plans thus far? Will you spell that out for 
us? 

Mr. Votrr. I am certain, Mr. Chairman and gentlemen, that the 
integrity of the Interstate System will be preserved. The standards 
do not allow for any indiscriminate application of those standards 
to satisfy particular selfish needs if we are to use those terms. 

The access roads are governed by the volumes of traffic desiring to 
enter or leave the Interstate System and those can only be told as a 
result of origin and destination surveys which are made to determine 
the use of the road. The act provides that we shall give equal con- 
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sideration to the local needs as well as to the interstate needs and, 
therefore, in our application of the act, we provide wherever possible 
to satisfy those local needs without in any way injuring the integrity of 
the Interstate System by providing access at every few hundred yards 
which, of course, would: very soon limit the capacity of the highway. 

Senator Gore. Well, we were very careful to write into the act the 
provision to which you have referred that equal emphasis shall be given 
to local traffic needs and the interstate needs. We were also careful to 
write into the act a safeguard against possible abuse by requiring the 
approval of the Secretary of Commerce for the addition of any access 
points after the plan is once approved by the Secretary of Commerce. 

Have you had application, under that provision, for approval of 
additional access points after the original plan has been approved ? 

Mr. Voure. We have not, sir. 

Senator Gorr. Senator Case has some questions. 

Senator Casr. Well, supplementing what the chairman has asked, 
Mr. Volpe, where does the initiative rest for proposing the frequency 
of interchanges? 

Mr. Voutrr. With the State, sir. 

Senator Casr. With the State, and do they support their proposal 
by traflic studies ? 

Mr. Vourr. Yes, sir. 

Senator Casr. Do you review the project for the frequency of the 
interchange 4 

Mr. Votrg. Yes, sir. 

Senator Case. Has any pattern developed as to how frequent those 
interchanges are for rural areas? 

Mr. Votre. I don’t know that we could say that any 

Senator Case. You indicated that it might be once every 8 miles 
or once every 5 miles or farther, but by this time, it would seem to 
me, there might be some pattern developing with respect to rural 
areas. I can see where with urban areas it would be pretty hard to 
get a hard and fast rule because it would depend upon the density of 
population and the proximity of the city, I suppose, and crossing of 
roads in urban areas. 

Mr. Votre. Excuse me. Senator, it would depend entirely on the 
density of the rural area and the volume of traffic that would be using 
that particular highway. If you have only, let us assume, 2,500 
vehicles per day using the highway, then of course it doesn’t require 
as many exits or accesses as it would if that road were carrying, per- 
haps, 10,000 vehicles a day, even though that might still be a rural 
area. So it is hard to say, what an average might be. 

I know in Masachusetts, we have various expressways, limited- 
access expressways, controlled-access expressways that were built prior 
to enactment of this law.and there are some of the expressways where 
the exits are 4 miles apart, and there are others that are as much as 
only 2 miles apart, and those happen to both be in so-called rural areas. 

Senator Casr. But in any event you stand on the general proposi- 
tion that they are proposed by the respective State highway commis- 
sions as.a result of traffic counts ? 

Mr. Voupr. Yes, sir. 

Senator Corron. One question, Mr: Chairman. In dealing with 
these questions that have been propounded to you, you have been talk- 
ing only about access to the Interstate System for traffic? 
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Mr. Votrg. Yes, sir. 

Senator Corron. What has developed, as a matter of policy, if any- 
thing, and what are you doing about access for shopping areas or gas 
stations or restaurants—that sort of thing ? 

Mr. Votre. By the terms of the act, these are all prohibited on the 
Interstate System. 

Senator Corron. I understand they have to be on private property, 
but if they are on private property, there has to be some way for 
the traffic to reach them and there must be some frequency. In other 
words, you wouldn’t have a situation in sparsely populated Western 
States where traffic had to travel 50 miles without opportunity to get 
serviced in this way. Are you interpreting this act which said there 
couldn’t—such centers or such places of business coudn’t—be within 
the limits of the highway, are you interpreting that as meaning the 
only access to them shall be through intersecting highways? Is that 
your interpretation ? 

Mr. Voure. That is correct, sir, except that between intersections 
or between interchanges, frontage roads or service roads may be con- 
structed from which of course the developments or service facilities 
might be built. 

Senator Corron. That is exactly what I am asking about, what is 
your policy? If I understand you now, you say that there will be 
instances in which access will be given so that the public can go off 
the highway on the private property to shopping centers or gasoline 
stations or restaurants. Is that right? 

Mr. Votre. Yes, sir. 

Senator Corron. What is your policy as to the frequency of such 
access, or have you developed a policy yet? 

Mr. Votre. The access would only be gained at these interchanges. 
From the interchange, if a person wanted to get from one of these 
service facilities that are on one of these frontage or service roads, the 
motorist would get off at one of these interchanges and on to this 
service road adjacent to the interstate highway, and from that service 
road, then he would enter the service facilities, whatever they may be. 

Now as to the frequency of those frontage roads, in the case where 
they would be utilized most is where there presently exists a high- 
way on the Interstate System which is so commercially developed 
that it would be certainly unwise to try to buy out the rights and 
close off the access to all of those properties so in some cases, what 
would happen is that that road would remain as a service facility. 
The interstate highway would be built adjacent to it. That service 
road would then connect with the interchanges at either end in order 
to effect economies that would otherwise not be available if you were 
to try to buy out all of the rights to those present commercial proper- 
ties to make limited access apply on the present highway. 

Senator Corron. Pardon me, Mr. Chairman, but I want to make 
sure I understand what he is saying. 

Take a hypothetical instance, if I am traveling an interstate high- 
way through your own State of Massachusetts, and there is inter- 
changing road for Beverley, or for Marblehead, to connect with those 
cities, now, by and large, I take it, that if I want to buy some gasoline 
or my wife and I want to stop and eat lunch, we turn off on one of 
those roads that leads to a neighboring city and then from that high- 
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way or on that highway or adjacent to that highway we get the 
service that we desire. 

But in certain instances where adjacent to the proposed or laid 
out interstate highway there are shopping areas with commercial es- 
tablishments already established, you do occasionally have a road that 
doesn’t connect with traffic interchange but just goes in to an area 
of that kind. Is that right? 

Mr. Voure. We wouldn’t have that directly off the Interstate Sys- 
tem, sir. 

Senator Corron. That would still be off a highway that went to 
Beverley or Marblehead or some other city ? 

Mr. Vourr. Yes, sir. 

Senator Corron. Now, does that or does that not increase hazard 
ot traffic when the pubiic is traveling the Interstate System, that 
when they come to a point when it is time to eat and fill up the gas 

tank, that they are going to go off into one of these intersecting 
highways. Does that decrease the hazard or does it have e any effect 
on them ? 

Mr. Votrr. Of course, you are getting into a traffic engineer’s area 
there, which I will be happy to try to answer to the best of my ability. 
There are those that will argue that you are better off to take that 
2 am off on an interchange with a deceleration lane before he ap- 
proaches the interchange ¢ and thereby enable him to get to his service 
facilities. 

Now you might also argue that he would be going, and in most 
cases those interchanges, although there are many diamond inter- 
changes which provide for straight line rather than for circular move- 
ment, there are those who might argue that if you had an opening off 
your Interstate System on a st1 raight line with a deceleration lane, 
that it might provide for as good a situation as when you come off the 
interchange. 

Now I believe, by and large, most of the folks are agreed that you 
are better off to come off the interchange. 

Senator Corron. But that is your present policy now, that all 
traflic having to do with leaving the highway for purposes of making 
purchases or visiting places of business, shall leave it on an inter- 
change highway 4 

Mr. Voutrr. Yes, sir. 

Senator Corron. That is an invariable policy as you set it up now? 

Mr. Vorre. Except that there are some cases where right-of-way 
had already been bought and where you probably might have con- 
eaten frontage roads adjacent to the Interstate System. I think 
of the State of Texas, for instance, where they had already procured 
a very substantial amount of right-of-way and had made certain 
commitments and agreements with respect to that right-of-way, and 
there in some cases will be continuous frontage roads adjacent to the 
interstate highway. 

Senator Corron. I misunderstood you then because I thought a 
moment ago when I put that question, that you said there were no 
exceptions, but there will be some places where you will have inter- 
secting roads or frontage roads an whatever you desire to call 
them—— 

Senator Kerr. Service roads. 
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Senator Corron (continuing). Service roads leading not to some 
adjacent city but leading to shopping areas. There will be such 
instances ¢ 

Mr. Vourr. There could be; yes, sir. 

Senator Casz. What is your policy with regard to underpasses 
where you split a farmer’s farm? I ask that question because my 
assistant reminds me we have had a letter from a man who is on the 
route that is being designated between Sioux City, lowa, and Sioux 
Falls, S. Dak., and he says the route divides his farm and it is neces- 
sary for him to make an 8-mile round trip in order to get from one 
part of his farm to the other when he takes his mac hinery / ( 

Mr. Votrr. Our policy there, sir, would be governed by the eco- 
nomics of the situation. If the amount of money which the State 
would have to pay because of the damage to the farm were such that 
the building of a structure were more economical then, of course, the 
Bureau would approve the request of the State and incorporation in 
the plan of such an underpass. 

On the other hand, in some cases, if the cost were exorbitant or 
out of line with the economics involved, I suppose that case would 
be treated accordingly. 

Senator Gore. In other words, if no facility, underpass facility 
were to be constructed, you would take into consideration the dam- 
ages of separtion in the acquisition of the right-of-ways? 

Mr. Vopr. That is right, sir. 

Senator Case. What about stock underpasses? I was talking with 
some representatives from my own State this morning and they were 
telling me that at one point in the western part of the Stae, there 
may be as much as 20 miles between an interchange. If that happens 
to occur where a man is operating a cattle ranch, that means unless 
you have underpasses, he is going to have to drive or truck those 
cattle 40 miles for the round trip to get from one pasture to another? 

Mr. Voupr. Again, sir, we would “have to take into consideration 
the damages to that farmer and certainly we would have to either 
provide the means for him to get his cattle across or pay him for the 
damages, and in those cases where the damages were such that it 
would be out of the question to economically provide or to pay those 
kind of damages, then of course you would build your cattle under- 
passes, 

Senator Case. You will approve and will encourage building of 
underpasses to meet situations like that ? 

Mr. Voter. We certainly would aprove them on submission by the 
State if they were justified. 

Senator Gore. Is that not similar in nature to the damage of acqui- 
sition of limited access although a citizen may own property on only 
one side of the right-of-way, if he is unable to have access to the right- 
of-way and must travel 10 miles to get to it, in essence, the problem is 
the same if his > ie trie is separated, or it is multiplied or added to? 

Mr. Votre. You are right, sir. 


Senator Gore. Senator Kerr? 

Senator Kerr. Aren’t those decisions made by State highway de- 
partments in their respective States ? 

Mr. Votre. Yes, sir; subject to our approval, sir. 
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Senator Kerr. They acquire the right-of-way and they pay the 
damages, and then under the statute, you pay the proportionate part 
with reference to Interstate System ; 90 percent of it / 

Mr. Vorre. Prior to acquisition of the right-of-way. However, 
they have submitted for approval to us the specific location of the 
highway, indicating the right-of-way that will be involved, sir. 

Senator Gore. At this point, may I inquire of the committee as to 
its pleasure? Mr. Volpe, as 1 understand it, could return tomorrow 
morning. Three State commissioners are in town today and away 
from their posts of duty. They are scheduled to testify this morning 
and I understand their testimony will consume approximately 1 hour / 

Seantor Busu. Each? 

Senator Gore. Combined. It is now 11 o’clock. Now would it be 
the pleasure of the committee to ask the Administrator to come back 
this afternoon for an afternoon session or to return tomorrow morn- 
ing? I really feel that we should accord the State highway com- 
missioners, whose functions in their home States are extremely im- 
portant, the privilege of keeping their scheduled appearance today. 
We tried to stay as closely with the schedule of our hearings last year 
as possible, imposing, Mr. Administrator, always on the people who 
reside here in Washington. 

Now would it be convenient for you to return to complete your 
testimony either this afternoon or tomorrow morning ? 

Mr. Votre. At your pleasure, sir. 

Senator Kerr. Make it tomorrow morning. 

Senator Gore. ‘Tomorrow morning, Senator Kerr suggests. 

Senator Busn. Are you opposed to meeting this afternoon ? 

Senator Kerr. I am not opposed to your meeting this afternoon. 
I can’t be here. 

{ Laughter. | 

Senator Gore. Is there objection to the request that the Adminis- 
trator defer the completion of his testimony until tomorrow morning 
when we will likewise try to accommodate other witnesses’ schedules 
and let the State commissioners come on at this time? Would that 
be agreeable with you, Mr. Administrator ? 

Mr. Votrr. Very agreeable. 

Senator Gore. You have been very helpful this morning. I can 
te T from the questions already submitted to you that there will be 
many more; and if you would kindly interrupt your testimony, the 
committee would appreciate it. 

Mr. Voirr. Would you like me this afternoon or tomorrow morn- 
ing? 1 

Senator Gore. I believe tomorrow morning, if that is agreeable, at 
10 o’clock. 

Mr. Votre. Quite all right. 

Senator Gorr. The committee will now hear the president and 
director of the American Association of State Highway Officials, and 
we also invite to the table Mr. D. C. Greer of the State of Texas, Mr. 
Bartelsmeyer of the State of Illinois, and Mr. McMillan of the State 
of South Carolina. 

You may proceed Mr. Bugge. Do you have a prepared statement ? 
Do you have copies ? 

Mr. Bucar. Yes, sir. 
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STATEMENT OF W. A. BUGGE, PRESIDENT OF THE AMERICAN 
ASSOCIATION OF STATE HIGHWAY OFFICIALS AND DIRECTOR 
OF HIGHWAYS OF WASHINGTON STATE; ACCOMPANIED BY D. C. 
GREER, STATE HIGHWAY ENGINEER, AUSTIN, TEX.; RALPH 
BARTELSMEYER, CHIEF ENGINEER, STATE HIGHWAY DEPART- 
MENT, ILLINOIS; AND A. E. JOHNSON, EXECUTIVE SECRETARY, 
AMERICAN ASSOCIATION OF STATE HIGHWAY OFFICIALS 


Mr. Bueer. First of all, Mr. Chairman and members of the com- 
mittee, I would like to present Mr. D. C. Greer, State highway engi- 
neer of Texas. 

Senator Gore. We know of Mr. Greer. We are happy to see you, 
Commissioner. 

Mr. Buccs. And Mr. Ralph Bartelsmeyer, State highway engineer 
of the State of Illinois. 

Mr. Greer or Mr. Bartelsmeyer may want to make some more state- 
ments and they will be available for questions. 

Senator Gore. Mr. McMillan is not here? 

Mr. Buecr. Mr. McMillan could not come. 

Senator Gorr. Who is that gentleman to your left over there ? 

Mr. Buece. This is Mr. Alf Johnson, executive secretary of our 
association. 

Senator Gore. We are glad to have you, Mr. Johnson. 

Mr. Buaer. I do, Mr. Chairman, want to thank you for affording 
us the opportunity to appear here this morning, because, as you have 
stated, we do have many problems in our own States, and we are a 
long way from nome. 

My name is W. A. Bugge, State highway director for the State of 
Washington. Today I appear as the 45th president of the American 
Association of State Highway Officials and am speaking for those 
expert and experienced agencies—the State highway departments— 
that were given the task by Congress of locating, designing, and con- 
structing the roads making up the unprecedented program authorized 
by the Federal-Aid Highway Act of 1956. 

In this endeavor, we are cooperating with the Bureau of Public 
Roads in a partnership that has been so effective and outstanding over 
the past twoscore years. 

Together, we are charged by the act of 1956 of developing inter- 
state standards. President Eisenhower signed the road bill on June 
29, 1956. On July 12, the State highway departments met in Chicago 
and formally adopted Interstate System design standards. Five days 
later these standards were approved for use by the Secretary of Com- 
merce. This was not a hasty action for the evolution of the applicable 
standards for the Interstate System had been in the process of de- 
velopment and trial for 2 years by the American Association of State 
Highway Officials committee on planning and design policies. This 
committee is chaired at the present time by me and is composed of 
20 chief highway engineering officers from all regions of the Nation. 
Mr. Joseph Barnett, Deputy Assistant Commissioner for Engineering 
of the Bureau of Public Roads, an internationally recognized design 
engineer, is the secretary of the committee. 

The Bureau of Public Roads, displaying the sincere desire to co- 
operate completely with the highway departments and to utilize the 
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experience of State experts, used State highway department personnel 
to help develop methods and procedures “for making the revised cost 
estimates of the Interstate System to be submitted to the Congress 
early in 1958. The Bureau also made use of State highway depart- 
ment personnel in helping work out its right-of-way procedures, 
rules, and regulations to be used in administering the 1956 act. 

We believe such attitudes and such cooperative efforts are especially 
healthy and will be of material benefit to the Bureau of Public Roads 
in obtaining uniformity of practice nationwide in the construction of 
the interstate network. The Bureau is specifically charged with this 
responsibility by the new Highway Act. 

We will not attempt to go ‘into detailed statistics as to the amounts 
of apportioned funds authorized by the act of 1956 that are pro- 
gramed, that have plans approved, contracts let, et cetera, as that data 
has been and can best be supplied to you by the Federal Bureau of 
Public Roads. 

The State highway departments are for the first time under the act 

of 1956 cooperating with another Federal agency, the Department 
of Labor. We wish to s: ay that Solicitor Stuart Rothman of the Labor 
Department and his staff have displayed a most sincere cooperative 
attitude in their dealings with the departments and have expeditiously 
furnished prevailing wage rates. 

Senator Neupercer. May I ask one question bearing on that? Have 
there been any complaints from any States that they were unfair, 
or specific complaints that you know about ? 

Mr. Bucor. I know of none. 

Senator Gorr. The apprehensions which many felt regarding the 
application of national wage rates to this highway program have not 
been realized ? 

Mr. Buaer. I think that is correct, Mr. Chairman, because IT know 
that when this matter of wage rate was considered in the early stages 
there was a great deal of apprehension as to what would be the effect. 
From the reports we have, with respect to States, it seems to be work- 
ing out very well. 

Senator Gore. Have you found that the application of national 
wage standards to the Interstate System has had a material bearing 
upon the wage rates on thhe secondary system ? 

Mr. Buacr. Up to now, I know of no application in that regard. 
Of courses, it is stated that this program is new and many problems 

may develop, but as yet I know of no indication. 

Senator Gorr. Thank you. 

Mr. Buacr. The big road program is only half a year old and still 
very much in its infancy and a progress report at this time cannot 
be comprehensive nor complete. Sufficient time has not elapsed to 
allow all departments to get construction that is authorized by the 
act of 1956 underway. 

It takes time to get a big construction program going. Much 
preparatory work must be done, such as planning; traffic, economic, 
and location studies; cost estimates; public hearings; geometric and 
structural designs; and soil and material surveys even before rights- 
of-way can be acquired and before projects can be moved to contract. 
Forty-five of the State legislatures are meeting this year, which re- 
quire most of the time of the top highway staff personnel in initiating 
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legislation necessary to coordinate with the big Federal road program. 

Senator Busu. May I ask a question? Do you object to being inter- 
rupted for a brief question ? 

Mr. Bueee. No, sir. 

Senator Busu. You mentioned public hearings. Are you going to 
deal with that later in your statement ? 

Mr. Bueer. Yes, sir. 

Senator Busu. Ail right. 

Mr. Buccr. The departments, who were in a better position than 
any other group to know the full seriousness of our highway problem, 
had in past years as a public service called the attention of the Con- 
gress to the widening gap between our available highway facilities 
and our pressing traflice needs. The departments cited the need for 
the construction of the interstate network to standards that would 
be dedicated to the efficient and safe movement of the major traffic 
streams of the foreseeable future. Such a system is needed for a con- 
tinuing expanding economy and for the national and civil defense. 

The Congress in its judgment has handed to us a program in line 
with our officially expressed views and recommendations. The act 
of 1956 acknowledges the primary responsibility and interest of the 
Federal Government in the Interstate System by furnishing 90 per- 
cent of the cost of construction. The States will furnish the other 
10 percent of the construction costs and assume the full cost and 
responsibility of maintenance, operating, and policing. In all of this 
we agree and gladly accept our responsibility. 

The task that you have assigned us is a welcome challenge, but the 
necessary preliminary planning and engineering for such a program 
is expensive and involves a terrific workload, and the departments 
were hesitant to gamble any of their meager budgets on preliminary 
planning to any great extent until an enlarged and accelerated 
Federal Highway Act became a reality. 

After the fate of the proposed legislation during the 1st session of 
the 84th Congress, the departments did not know when an enlarged 
Federal authorization might be forthcoming nor in what amount it 
might be. 

The program as provided by the act of 1956 is good and we believe 
that it is adequate for the time being, but it is definitely not too large. 
The act instructs that the Interstate System be designed for the 
anticipated traffic needs of the year 1975 and anticipates that the 441,- 
000-mile system will be a complete entity in 1972. 

If we are to get ahead of the ever-increasing traffic demands, even 
on a limited mileage of arterial highways, this program is not too big 
and the years 1972 and 1975 referred to above prove the point. 

You have assigned us the task of building 41,000 miles under present 
legislation and this is a tremendous task. We conjecture as to whether 
successive and appreciable increases in the mileage at this time could 
endanger and jeopardize the whole program by making the financing 
seem an impossible task. No doubt as the program develops a need 
will exist for further expansion. A program of enlarging the system, 
after a considerable part of the present 41,000 miles is completed, 
would allow a better evaluation of logical and desirable additions to 


the system and would be based on experience gained in fulfilling the 
basic assignments as outlined in the act of 1956, 
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Senator Casp. Mr. Chairman, right there I would like to make sure 
I understand that. That means you feel we should go ahead and com- 
plete this 41,000 miles as outlined in this act before any addition to 
the system is made? 

Mr. Buaar. I feel that we should either complete it or be well along 
toward its ultimate completion. 

Senator Gorr. What do you mean “well along” ? 

Mr. Bueer. I would say at least 75 percent complete. 

Senator Kerr. That means you think there should be no additions 
to the system above the 41,000 miles for at least 9 years? 

Mr. Buecr. That would be probably right; yes, sir. 

Senator Gore. Do you think you will maintain that position for 9 
vears? 

Senator Gore. It is very difficult, it seems to me, to foresee the coun- 
try’s traffic pattern for 9 years. There may be an urgent need for 
additions here and there within 5 years, let alone 9. 

Senator Kerr. You are president of the national association. 

Mr. Buace. That is correct. 

Senator Kerr. But you are director of the Highway Department 
of the State of Washington ? 

Mr. Buecr. That is correct, sir. 

Senator Kerr. Now, the Secretary told us yesterday that they had 
requests from I believe 47 of the 48 States for additional mileage to 
be given them out of this increased allocation of a thousand miles. Is 
the State of Washington one of those States that has requested an 
increase ? 

Mr. Buace. Yes, we have made a small request. 

Senator Kerr. How much ? 

Mr. Bueer. If I recall it is probably about 50 miles. We have been 
very conservative. 

Senator Kerr. You have been very conservative. 

Senator Gore. Do you think that should be deferred for 9 years? 

Mr. Buaer. Of course in our request we were anticipating this whole 
thousand miles addition nationwide. Probably that might be the 
basis of our conservatism. 

Senator Kerr. The Secretary told us that they had had a request 
for about 13,000 additional miles. Would it be possible that the other 
States on the average were as conservative in advising the Secretary 
of their individual needs as your State? 

Mr. Buacer. That is rather hard to answer, sir. I do not know. 

Senator Kerr. But it might be? 

Mr. Buege. It might be, yes, that is right. The point I was trying 
to bring out is there is no question as Senator Gore brought out that as 
this program develops there are going to probably be indications for 
needs of changing the miles of the Interstate System. 

Senator Gore. Do you realize, Mr. Commissioner, that, even if all 
States were conservative as you have been in your request, 2,400 miles 
would be required ? 

Mr. Buece. That is right. 

Senator Casz. Mr. Chairman, that is the figure carried in the bill as 
passed in the Senate on my amendment, 2,500 miles. 

Senator Gorn. In recommending to the Senate the addition of 2,500 
miles to the system, this committee considered the fact that as new 
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communities developed, as new areas developed, as this system is 
relocated with circumferential routes around our cities as our econ- 
omy grew, that 50 miles, on an average of 50 miles per State, would 
be really a very small addition to the sy ystem. 

You feel that in requesting only 50 miles you have requested only 
that which is definitely needed as an addition to the system in the 
State of Washington ¢ 

Mr. Buccr. That was the basis of our request, yes, sir. 

Senator Gorse. I suppose it would be reasonable to presume that 
other States on the average could submit a very reasonable and 
justified application for an addition of 50 miles, 2 miles here, 3 miles 
there, accommodating a new industry that is loc: ated, accommodating 
a new development or traffic pattern. Would you then still insist 
that no further consideration should be given for 9 years? 

Mr. Buccr. I think that there may be a difference of thinking 
of the matter of additions. I was thinking when I said this matter 
of 9 years, if the matter of increasing the Interstate System by an 
appreciable amount, by 10,000 or 1 5,000 or 20,000 miles we certainly 
should get along in this program before we begin to consider a very 
apprecii able increase in the mileage of the Interstate System. That 
is what I had in mind. 

Senator Gore. But you wouldn’t consider 50 miles per State an 
appreciable increase ? 

Mr. Buaer. No, I would not. 

Senator Busu. I just wanted to finish the point I made. The net 
of this is to me at least that your association certainly recommends 
no increase in mileage by the Congress in session. In other words, 
you are not recommending i in this session of the 85th Congress any 
increase in mileage above the 41,0002 

Mr. Buace. I think basically our recommendation would be that 
there would be no large increases. 

Senator Busi. Above the 41,000? 

Mr. Buaeer. That is correct. 

Senator Busw. What is the definition for large increases? 

Mr. Buaer. That is rather difficult to say. 

Senator Busu. It would seem to me I would like to nail this down 
if we can because you represent a very important association here in 
the deliberations of this committee, at least your opinion is a very 
important one and I would take it from that paragraph you have 
just read that you certainly are not here recommending any exten- 
sions in this system beyond the 41,000 during this session of the 
Congress. 

Mr. Buece. I think to clear this matter, thinking of appreciable 
increases I was thinking of probably eight to ten thousand miles. 

Senator Case. Would you suggest then that it would be a proper 
increase to have about 2,500 miles added so there would be 50 miles 
to each State average? 

Mr. Bucer. I may answer the question this way, that I fully realize 
the fact that the addition of a 1,000 miles nationwide creates a prob- 
lem when you try to determine the size of the Interstate System and 
likewise there is going to be no doubt basic reasons for increasing the 
Interstate System in the States. Now the question of how much that 
increased mileage should be is one that whether it would be 1,000 or 
2,500 or 2,000, I do not know, but I do feel that the approach to this 
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problem, the matter of increasing the mileage of the Interstate Sys- 
tem, that a study should be given as to the basic reasons for the in- 
creases within the respective States because any large appreciable 
increase of course would have the effect on the matter of financing 
the program and in the early phases of it there is no question there 
will be sound reasons for increasing the system in certain areas and 
those requests most certainly should be considered on the basis of 
completing this overall program. 

Senator Case. In other words, you think that the basis for the in- 
crease should not be so many miles per State but to take care of gaps 
or omissions that may have been made in the original designation. 

Mr. Buaer. That is correct, yes, sir. 

Senator Gore. As an example, Mr. Commissioner, would you mind 
telling the committee the nature of the 50 miles which you have re- 
quested? Is it all in one place or are there a few miles here, and a 
few miles there, to accommodate a traffic pattern 4 

Mr. Buacer. In our own State our request was based on two addi- 
tions. One was known as the Alaska Way Viaduct route in the city 
of Seattle to establish another urban route and the other addition was 
an addition from the city of Tacoma to the city of Bremerton over 
the Narrows Bridge route which has a great deal of defense charac- 
teristics due to the location of the large naval installation at Bremer- 
ton and those two additions made up the 50 miles. 

Senator Case. Are they wholly intrastate ¢ 

Mr. Buaae. Yes, sir. 

Senator Case. Does the State of Washington have an interstate 
connection under the present designation to its border States? 

Mr. Buaar. Yes, sir. 

Senator Casg. Would you think that if there were a situation 
where a State did not have a North and South route connecting it 
with the States immediately North and South that that would be a 
proper subject for a designation, I mean under the original Inter- 
state concept ? 

Mr. Bueas. In that particular situation, that condition, that it 
should develop a great deal of merit. 

Senator Case. If you didn’t have an interstate connection with 
Oregon ? 

Mr. Bucar. There is no question about it. 

Senator Casg. Would you think if there was no connection between 
North and South Dakota that should be given consideration ? 

Mr. Bueer. It should be given a lot of consideration. 

Senator Casr. I fully agree. 

Senator Hruska. Does the Senator from South Dakota wish to 
move one State further south ? 

Senator Gore. Mr. Commissioner, the 2 additions which you have 
identified as proposed in the request of your State, relate to 2 large 
cities in your State. Now, in the instance of the State with 4 or 5 or 6 
large communities, is it not reasonable to presume that with the 
construction of this new system, along with the improvement of the 
primary system and the growth in our economy, defense industries 
and otherwise, that those States might have requests for small addi- 
tions with respect to almost all of the large communities located 
therein. 
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Mr. Bueer. Yes. 

Senator Gorr. The feeling was abroad at the time we were consider- 
ing this question that the Senate was proposing some large grandiose 
addition to the Interstate System; but when we break it down to 48 
States and the centers of population within those 48 States and calcu- 
late the addition of only a very small mileage to each, then the amount 
of mileage which this committee recommended becomes quite con- 
servative. 

Mr. Busaee. Yes, sir; that is correct. 

Senator Hruska. I just had this objection to make that after all 
the Interstate Highway System is not the only system of roads in 
America. [i imagine, Mr. Commissioner, if that 50 miles meant just 
an awful lot to the State of Washington : and you saw that you couldn’t 
get it for 4 or 5 or 6 years and you considered it pretty indispensable, 
chances are you would put it on the regular primary system to get 
the job done. 

Mr. Bueer. Yes. 

Senator Hruska. And if the consideration here is after all funda- 
mental to get an Interstate Highway System on its way and get it 
built and if every State had to defer just a little bit, and our State is 
subject to the same ailment that yours is, we have no part of the Inter- 
state Highway System going north and south any place in the State 
of Nebraska—and it is ‘approximately 400 miles east and west—but 
if each State would defer a little bit in the interest of getting the 
fundamental job done and put a part of that program on the primary 
system perhaps we could make considerably more progress; isn’t that 
right ? 

Mr. Buacr. That is the basic principle I feel in the matter of addi- 
tions to the Interstate System at the present time. We have this task 
before us of developing this Interstate System and I do feel that in 
the additions that might be made, they should be thoroughly analyzed 
and justified insofar as how they may fit into the overall picture so 
far as the functions of the Interstate System are concerned. 

Senator Casr. If the Senator from Nebraska would just look back 
of him on the map he would see, however, that Nebraska is served 
north and south by a highway which is pr actically on the eastern 
boundary of Nebraska just across the river in Iowa—and it serves 
connection between Sioux City and Omaha—but when you get from 
Sioux City up to Sioux Falls then it stops. 

Senator Hruska. However, my statement still stands: If there 
is any consideration given to moving that interstate highway from 
the western edge of Iowa on to the w estern bank of the Missouri River, 
then immediately Towa raises its voice loudly and in great anguish. 
Even assuming that traffic is taken care of there there is that. vast 
expanse westward from the Missouri River all the way to the Colo- 
rado border and the Wyoming border where there is no north and 
south road. 

Senator Casr. You do connect Sioux City and Omaha, and that 
stops when you get up here. If you look at the map you will see what 
I mean. You have your north and south highway from Fargo north 
to the Canadian border, but there is nothing on our eastern border, 
with our centers of population, comparable to the ones you have. 
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Senator Gorr. Mr. Commissioner, if I may ask a concluding ques- 
tion on this particular matter; Do you not think it would be fair and 
right for this committee and the Bureau of Public Roads to consider 
this problem on its merits, as the facts may justify, rather than on the 
generalized statement that we should wait 9 years or 12 years, or 7 
years, or any other arbitrary length of time. 

Mr. Bucer. I agree with you, Senator, that any additions to the 
Interstate System should be reviewed by the committee and by the Bu- 
reau of Public Roads. 

Senator Gore. Thank you. 

Mr. Bueae. Until now most of our remarks have been directed to 
the interstate portion of the program. The act of 1956 continues and 
increases the aid to the primary and secondary systems and ts the ur- 
ban extensions for the next biennial period. We believe the Con- 
gress should confine authorizations to the primary, secondary, and 
urban highways to biennial periods and hehe keep in constant 
touch with the highway matters and needs. We are satisfied with the 
matching ratios provided by the Congress and they are a fair meas- 
ure of the Federal responsibility i in the primary, sec ondary, and urban 
highways, which are of more interest to and of more primary respon- 
sibility of the local governments than are interstate highways. 

The association rec ently held its 42d annual convention at Atlantic 
City from November 27 through 30, inclusive. The highway depart- 
ments discussed all phases of the highway program and problem. A 
decision was reached not to request any changes in Federal highway 
legislation this year. 

“Ewo resolutions were unanimously adopted by the departments, 
which we would like to be included in the record. One commends 
President Eisenhower on his selection of Mr. John A. Volpe as in- 
terim Federal Highway Administrator; the other on his selection of 
Mr. B. D. Tallamy as Federal Highway Administrator. We firmly 
believe without reservation that the best qualified men that could pos- 
sibly be obtained have been selected. We also believe that acceptance 
by the highway departments of the man selected for that high post is 
essential. The top personnel of the Bureau had done an outstanding 
job of moving the program forward until the interim Administrator 
was chosen. Mr. Volpe has done an excellent job of accelerating the 
operations of the Bureau to an even greater degree. Mr. Tallamy has: 
had the experience both administrative and technical, that is vital in 
carrying on a balanced road program and his experience in planning, 
building, and operating the vast and excellent New York Thruway 
System makes him the logical person to see that the Nation will get 
the best. Interstate System possible. . 

In reporting progress, we also wish to advise that the comprehensive 
controlled-load test road. research project in Illinois referred to in 
sections 108 (k) and 210 of the act of 1956 is progressing nicely and 
according to schedule. We expect test traffic to start late this coming 
summer and continue for a 2- -year period. 

The project will yield much valuable data and furnish a firm founda- 
tion for making many transport and design decisions that are impor- 
tant to the enlarged road program. 

The project was conceived by and sponsored by the State highway 
departments and is being administered by the Highway Research 
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Board of the National Academy of Sciences. In addition to the de- 
partments, it is presently being financed by the Bureau of Public Roads 
and a group from industry. 

Some of the best thinking of industry is represented on the Test 
Road Advisory Committee of the Highway Research Board along 
with outstanding personnel in the research field from the State high- 
way departments and the Bureau of Public Roads. Several years 
went into planning and designing this important research project We 
expect some opposition to develop from certain special interests to 
results as they are developed, but our goal is objective research with- 
out bias or predetermined notions, so we may determine adequate 
structural design requirements for our highways and arrive at design, 
vehicle size, and weight limitations to give an optimum economic bal- 
ance between road life and road use, as well as to furnish some data on 
the responsibility of various classes of users in financing a highway 
plant. 

We have received data from all the highway departments as to their 
problems, opinion, and progress to date on the work authorized by the 
act of 1956 and we will now give you as comprehensive a report as is 
possible at this early date in the life of the big road program, and as 
reported by the departments themselves. 

Senator Bus. May I go back to this question of this test. You say 
you expect it to start late in the coming summer and continue for 
a 2-year period ? 

Mr. Bueer. That is right. 

Senator Busu. I am sorry I didn’t see that back there. I would 
just like to say I think that is a fine statement, that first paragraph at 
the top of page 4, and I hope that the principles outlined in that state- 
ment will be maintained throughout this test and in its report. That 
is a very splendid statement. 

Mr. Boece. I trust it will be. 

Senator Neupercrer. Mr. Bugge, you talked about receiving data 
from the highway departments as to their progress in various phases 
of this program. Have you received any information at all as to 
whether any States or what States have acquired easements from the 
roads so that perhaps outdoor advertising can be prevented from clut- 
tering up the Interstate System. 

Mr. Bucae. I do not have that information, Senator, and Mr. John- 
son tells me that we have no information as to what the respective 
States have done with this problem. 

Senator Nreusercrr. To your knowledge has any State acquired 
easements which will be used to prevent outdoor advertising from 
being very extensive along the new Interstate System ? 

Mr. Bucear. Not to my knowledge. 

Mr. Jounson. I think most of the highway departments are pro- 
gressing along with their right-of-way acquisition in the same manner 
in which they would on their work on other systems and I doubt if any 
of them have given serious thought yet to acquiring advertising 
easements. 

Senator Neupercer. As you perhaps are aware, the bill sponsored 
by Senator Gore and as it originally came from this committee did 
contain a provision which provided for some Federal participation in 
the acquiring of such advertising easements and that provision was 
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subsequently eliminated on the Senate floor. Is it the opinion of 
either of you gentlemen that such an amendment would be advisable 
and helpful to the interstate road program legislation ¢ 

Mr. Jounson. I will answer to this extent, that the highway officials 
are proceeding with their problems working out service signing and 
directional signing on the Interstate Sy stem to the point they will 
give proper and adequate services of that kind to the traveling public. 
I don’t know exactly what the attitude of the States would be on the 
matter of obtaining advertising easements because that is a matter 
that has never been discussed by the highway officials and no policy 
stand ever taken to date. 

Senator Neusercer. I wasn’t referring to directional signs; I was 
referring to advertising billboards. You understand that there is a 
great difference. 

Mr. Jounson. However, we are going into developing service sign- 
ing so we will be able to direct motorists to the facilities that are 
available, the services and all that are available to him so he wouldn’t 
have to depend on roadside signs or billboards. 

Senator Neupercer. Yes; but that won’t prevent roadside adver- 
tising. 

Mr. Jounson. That is right; it is a matter which the highway 
departments have never discussed at this time. 

Senator Gore. You have given no thought in the past to some form 
of regulation of billboards? 

Mr. Jounson. That is right. As I remember in your draft last 
year you had a provision in there where they would be prohibited 500 
feet back. 

Senator Gore. I don’t think it was a prohibition; I think it was 
authorization for the Department to share in the acquisition of such 
easements and, as I recall it, to provide some encouragement for the 
States todo so. It provided that, in the event the States were without 
authority to acquire such easements, they could request the Depart- 
ment of Commerce to acquire on behalf of the States such easements, 
and authority would have to be given to the Department of Com- 
merce to enable it to do so. 

Senator Neusercer. The reason I asked my question, I want to 
explain, when the amendment just amplified by Senator Gore was 
eliminated on the Senate floor some statements were made on the 
Senate floor that the States themselves could still go ahead and do 
this and that is why I asked if you had any information as to whether 
or not the States acquired such easements dealing with outdoor adver- 
tising. 

Mr. Jounson. As stated before, Mr. Chairman, I think maybe we 
would find some favorable thinking on the part of some of the States 
but let me draw attention to the basic right-of-way laws. The de- 
partments are allowed to buy right-of-way for highway purposes and 
that sometimes is limited to the right-of-way corridor. They might 
not have legislation to acquire advertising easements. 

Senator Neupercer. What if the amendment just explained by 
Senator Gore had remained in the bill which was passed last year? 
Couldn't the States have then turned to the Federal Government for 
some assistance in this? 
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Mr. Buece. I don’t know whether the States could exercise that 
right without proper legislation on the State level. I can’t answer 
that question. 

Senator Gore. I think it would vary. As I recall, I think it varied 
from State to State. Some States would be wholly without authority 
to acquire any property other than that needed for the highway right- 
of-way. It was to answer that need that the amendment was adopted 
by the committee. No one ever had any intention, so far as I knew, of 
prohibiting outdoor advertising along the rights-of-way of this new 
National System of Interstate Highways. Rather, we had in mind 
the proper regulation thereoi. Now has your State done anything in 
this regard ¢ 

Mr. Buecr. No: we haven't. Our legislature doesn’t allow us to 
secure such easements. 

Senator Gore. And your department has not given consideration to 
the desirability of preserving the beauty of the landscape along the 
road ? 

Mr. Buece. We have given it consideration, yes, Senator, and I 
believe 4 years ago there was a bill introduced in the State legislature, 
but did not pass. 

Senator Gore. That is the fate which most bills meet. You may 
proceed. 

Senator Hruska. Has your association considered the subject along 
the same line? Not big easements but easements of sufficient land to 
accommodate picnic areas and camping areas and outdoor ovens and 
that sort of thing ? 

Mr. Breer. Oh, yes: roadside rest areas, yes, sir. 

Senator Hruska. And is that land in addition to the rights-of-way 
which have been acquired up to now for purely road purposes or would 
it be encompassed within the 200 or 300 feet ? 

Mr. Brece. It is usually encompassed within the right-of-way 
limits. Oftentimes I know in our State that we may acquire addi- 
tional land, acquiring the whole parcel rather than the severance 
damage that might be developed, and it may be along a river so we 
develop it into a rest area and so we use it that way. 

Senator Hruska. And as this develops however it is developed along 
State lines; it is not something which is licensed from Washington or 
which these bills are passed in Washington, but something that is 
developed along State lines. 

Mr. Buecer. I may say the policy committee at the present time are 
considering the matter of standards for rest areas and roadside parks 
so they are discussing that problem at the present time. 

Senator Neusercer. The question of these rest areas or picnic areas 
that is not in any way related to outdoor advertising. 

Mr. Buece. Not at all. 

Senator Neusercer. Because, for example, on U. S. 99 between 
Vancouver and Seattle there is no more restriction flanking that road 
than on any secondary road in the State of Washington; isn’t that 
correct / 

Mr. Bucer. That is correct. 
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Senator Casr. In the 1956 Highway Act we inserted this clause. 
The new law provides with respect to forest highways and forest 
roads and trails: 

Provided further, That hereafter funds available for forest highways and 
forest development roads and trails shall also be available for adjacent vehicular 
parking areas and for sanitary, water, and fire-control facilities. 

Do you feel that the present law provides adequate authority with 
respect to the development of parking areas, sanitary, water, and fire- 
control facilities for highways other than the forest highways, roads, 
and trails ¢ 

Mr. Buaer. Yes: I would say it does, Senator, because the matter 
of these roadside areas becomes the responsibility of the State and 
the matter of maintenance of them, and I would say that the law is 
broad enough to acquire the necessary rights-of-way to develop these 
particular areas. 

Senator Hruska. And that would be governed by State laws, be- 
cause in the interest of forest roads that would be governed by—isn’t 
that Federal land / 

Senator Case. It would be the applicability of the funds appor- 
tioned, too, for any share that it might have in the project. 

Senator Hruska. If the area which is being discussed will follow 
within the confines of the ground taken for the right-of-way, it 
wouldn’t make any difference in the cost, would it ? 

Senator Casr. No; except I don’t know whether the funds available 
for construction projects include the provision for sanitary facilities. 

Senator Hruska. I see your point. 

Mr. Buacr. As I say, Mr. Chairman, in our needs study the Bureau 
has recognized the need for these rest areas, especially on long 
stretches of highway, and they are recognized as a participating cost, 
so in our need study we are developing these rest areas that may be 
required in the respective States. 

Senator Hruska. And it is on that point you are developing 
standards on the necessary rules and regulations ¢ 

Mr. Buacr. That is correct; yes. 

Only three of the departments voice any concern about their ability 
to handle the huge engineering task, but are optimistic that they will 
get the job done. Practically ‘all others state they will augment their 
technical and engineering forces, as needed, with consulting engineers, 
especially early during the program. They are definite in that they 
can satisfactorily handle the task and do it on schedule. 

Great advances have been made by industry, the Bureau of Public 
Roads and the departments in perfecting equipment and the applica- 
tions of photogrammetry and high speed electronic digital computers 
to help handle the increased engineering load. All States plan to 
utilize these new developments in varying degrees as needed. 

Looking ahead for the 3 fiscal years 1957, 1958, and 1959, 8 depart- 
ments state additional State funds will be needed to match Federal 
road aid apportionments. All others advise that they can and will 
be able to match. 

Senator KucHEL. Will you name those eight States? 

Mr. Buc6r. We can furnish them for the record. 
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Senator Kvcnen. Let me ask you also, their inability to match un- 
der their present State revenue laws for those 3 years, does that mean 
that after 1959 when the new apportionment theory goes into effect 
they will be able to, or they just projecting their inability for these 
3 years? 

Mr. Buecr. They have projected their matching requirements for 
these 3 years but I would say, Senator, that if they cannot match in 
the 1957, 1958, and 1959 apportionment it is quite evident 

Senator Kucner. They would be unable to match during the bal- 
ance of the program when, to use a short explanation, need will be the 
basis? 

Mr. Buecs. That is correct. 

Senator Kucrent. Do you have any constructive recommendations 
to make on their plight’ I guess the best one for them to do would 
be to raise their taxes. 

Mr. Buece. These particular States no doubt will handle this mat- 
ter with their own legislative groups. 

Senator Kucnuer. Are there any large States involved, Mr. Bugge, 
in those eight ? 

Senator Gore. Will you read those States if you have them there, 
Mr. Johnson ? 

Mr. Jounson. Here are the ones th: at indicated they will have some 
difficulty matching the funds for the 3 fiscal years: Idaho, Indiana, 
Maine, Montana, Nebraska, New Hampshire, South Dakota, and 
Vermont. 

Senator Gore. Aren’t the legislatures of all those States meeting 
now ? 

Mr. Jonnson. They are. 

Senator Cass. This term “inability” does not mean the States say 
that they cannot do it but under existing law they have not made 
provision for it. 

Mr. Buaeee. That is right. 

Twenty-four departments advise that an increase in State highway 
revenues will be asked of the respective legislatures. You will note 
that this is considerably more than the number unable to match Fed- 
eral funds, but many will be able to match only with no State con- 
struction funds available for the many other highway needs on roads 
of primary local interest and for needs in excess of those that can be 
financed with matched Federal funds alone. 

Senator Kucuet. Why isthat, Mr. Bugge? We took the burden off 
the States’ back to the extent of 90 percent of the Interstate System. 
Is it because the needs of those States have expanded by reason of 
«ditional motor vehicle registration ? 

Mr. Buecer. I would say that is one reason and of course some States 
will have a great deal more funds to match on the Interstate System 
than they w ould have under the 1954 act which will require more funds. 

Senator Kucuev. In other words, you have this group of eight that 
can’t, and you have got some others ? 

Mr. Buéer. This other group are looking at their old programs from 
the standpoint of their interest and their secondary, primary, and 
urban, and it is requiring more State funds even than the 10 percent 
matching on account of ‘the large increase of Federal funds for the 
Interstate System requiring more from their own funds so that does 
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leave them a problem in adjusting their own fiscal layout as far as the 
State funds are concerned. 

They are looking at this whole picture and may have to sacrifice 
somewhat in carrying on their program in other phases of the State 
highway system. 

Senator Kucuer. In other words they are implementing the Inter- 
state System and giving that the priority so far as construction is 
concerned. 

Mr. Bucce. From the standpoint of funds available, matching 
funds that would be needed, you might say that. That is the reason 
that these States are looking at this picture and say here we are going 
to our legislature and have them take another look at our tax base 
to give us a greater spread of our own funds so we can carry on the 
program as far as the other phases of the State system is concerned 
as well as the Interstate System during this period. 

We still must keep our overall highws ay program in balance to where 
the needs of all are served to the maximum degree possible. The high- 
way departments must keep work on all systems going and not con- 
centrate only on the interstate network. 

As to the ability of the contracting capacity of the highway construc- 
tion industry in the respective States to satisfactorily handle the job, 
only two departments voice any concern. A\ll others definitely say 
the construction industry in their States is ample. 

As to the requirements that public hearings be held in accordance 
with section 116 (c) of the act of 1956, four departments advise that 
some difficulties es problems have been created by the requirement. 
The balance indicate that no serious difficulties have been encountered 
by the requirement except for the added workload and time of staff 
and officials that is required to hold the hearings. M: uy cite the very 
comprehensive coverage of the language which requires hearings on 
any type of project on any Federal-aid system and question the need 
especially on secondary projects, where generally local support helped 
initiate the project, and for projects in the vicinity of wholly rural 
areas or unincorporated communities on the primary system. 

Senator Busu. Have you any recommendations to make or changes 
in the act in this connection ? 

Mr. Buaar. I feel, Senator, at the present time that we probably 
should toddle a little before we walk and we are going through the 
preliminary phases of the matter of hearings and I know, s speaking 
of my own State, we have had several hearings and we have not 
developed too many problems and I think they ‘have a very decided 
effect as far as acquainting the people with what the department 
wishes to do in highway development. But as it has been pointed 
out in this questionnaire we have sent to the States asking these few 
questions in the matter of special hearings, there have been some ques- 
tions raised on the matter of having heari ings on secondary highways 
because they are usually of local interest and people have built up 
a desire for that highway section. That seems to be the only indi- 

cation as far as the States are concerned, and except for that, these 
ead programs are working out very well. 

Senator Busu. I raise that question, Mr. Chairman, because Mr. 
Robert Moses, in a recently published article, took quite a strong po- 
sition opposed to the public hearings requirements of this law. I 
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wondered whether the commissioners were making any recommenda- 
tions. You say that they are not at this time? 

Mr. Bucer. No. 

Senator Gore. I believe you indicated that there were some ad- 
vantages to the department from a public relations standpoint ? 

Mr. Buacr. I feel there are; yes, sir. 

Senator Gore. Affording the people an opportunity to be heard and 
affording the department an opportunity to explain the reason for its 
action. 

Mr. Buegr. It puts the highway department in a much stronger 
position in lots of cases in that you do acquaint the people with your 
proposals, and an informed public is good public relations, and that 
is my theory. 

Senator Case. Mr. Chairman, I do not quite understand Mr. Bugge’s 
statement with reference to the secondary projects or the type of 
project on any Federal-aid system, where gener ally local support 
helped initiate the project in view of the language in the act. 

The act says any State highway department which submits plans 
for a Federal-aid highway project involving the bypassing of or 
going through any city, town, or village, either incorporated or unin- 
corporated, ‘shall ‘certify to the Commissioner of Public Roads that 
it has had public hearings or has afforded the opportunity for such 
hearings and has considered the economic effects of such locations. 
It seems to me that considerable discertion is given to the highway 
commission there. It merely has to certify that it has afforded the 
opportunity for such hearings and if it is a project which was initiated 
by the general local support that the hearing would be a very limited 
affair and would not entail very much work and that the opportunity 
for protection where an economic disadvantage might be the result 
is worth the slight amount of action that would have to be taken where 
the project did have general local support. 

Mr. Buece. Well, I assume that the basis of the comments on the 

part of these States did raise the point of the necessity of having the 
freari ‘Ings on secondary projects from the standpoint of local support 
initiating the project is based on the fact that it did not want to go 
through even the preparatory work and the details of developing the 
hearings in that particular area, knowing probably that they would 
have no comment from the people there. 

Senator Casz. How would you suggest that the act might be 
amended to eliminate those projects without running the risk of 
forgetting the right because the hearing is only required where the 
project involves the bypassing of or going through of any city, town, 
or village, whether incorporated or not. We have some incorporated 
towns that are smaller than some unincorporated developments. You 
have it right around suburban Washington. 

Mr. Buece. In the matter of public hearings and the scope of the 
activities in which hearings should 2 held with respect to the dif- 
ferent rules, as I stated previously, I do not think that the States 
have had sufficient experience in the first 6 months of its program 
to make any definite decisions as to whether there should be any 
revision in the act or whether there should not, and I haven't any 
suggestions. 
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Senator Case. So you really feel we might as well try this or pre- 
serve this opportunity for hearings a little longer until we get a little 
more experience ¢ 

Mr. Buacr. That is correct. 

Senator Gorr. The right of petition is fundamental to our system 
of government. Ifa community feels that it has been injured, do you 
not think that we should preserve the right of petition for redress? 
Surely an organized community should be accorded a hearing if one is 
requested. Now there is no flat requirement in the law that a hearing 
shall be held in every community. The State must certify either that 
a hearing has been held or that an opportunity for a hearing has 
been afforded. 

Now if the State highway department has a policy and announces 
a policy that if there is a substantial number of requests for it, such 
a hearing will be held, then an opportunity, it seems to me, will have 
been afforded. I know of no difficulty experienced by my State 
under this provision. You say there has been none in your State. In 
fact you have rather welcomed the two instances in which you have 
participated. 

Mr. Buacr. That is correct ; yes, sir. 

Senator Gorr. So this problem does not loom as the objectionable 
bugaboo which a recent article pictured it. 

Mr. Bueer. I do not feel that it is a very pressing problem at 
this time. 

Senator Hruska. Very often before the State engineer will submit 
a plan he will have had hearings of a community, will he not, in case 
of a bypass or going through a community even on an informal basis 
as to the chamber of commerce and the road association and others, 
what their views are, and invite them to participate in the thinking 
and planning, isn’t that true / 

Mr. Buecer. I think it has been the practice in the past of highway 
departments to afford the people an opportunity to, you might say, 
know what the plans are as far as highway improvements are con- 
cerned. It is a very healthy condition and should be continued, the 
relation of the department to the public. 

Senator Gorr. You may proceed. 

Mr. Bucer. Very few of the States indicate they will take advantage 
of the provisions of section 109 of the act where the Federal Govern- 
ment may acquire rights-of-way at the petition of the State. The 
provision seems to be good in that it is encouraging States to modernize 
their highway right-of-way statutes and procedures. 

Senator Gore. Yousay very few. Isthere an instance? We didn’t 
expect there would be more than a very few. We thought there might 
be none, but as a matter of precaution to insure that the program would 
get underway, particularly in the acquisition of rights-of-way, we 
included this provision. Do you know of any State that has availed 
itself of that opportunity ? 

Mr. Buear. We have one that has, Mr. Bartelsmeyer’s State of 
Illinois. 

Senator Gorr. Commissioner, would you mind informing the com- 
mittee at this point on your experience in that regard ? 

Mr. BarretMerrer. We at the present time do not have an immedi- 
ate possession or right-of-entry law and we had one section of the 
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Interstate Highway that we wanted to start construction on last sum- 
mer, I believe it was in the month of August, we had all of the right- 
of-way acquired except I think two parcels so we, in order to get the 
job going, requested assistance under the Federal quick-taking pro- 
cedure. After the request had been made and before the actual proce- 
dure was implemented the people came in and negotiated with us for 
the right-of-way. So we actually did not follow through to comple- 
tion our request, 

Senator Gore. But you used it as a means. 

Mr, BarrecsMeyer. It worked very successfully. 

Senator Gore. Mr. Johnson, do you know of another instance of 
the use of this provision ? 

Mr. Jounson. To my knowledge, that is the only use to date. Some 
of the States have indicated they may have to use it, but several of 
them I think are using it to go to their legislators and cite the need for 
modernizing their present statutes. 

Senator Gore. As these hearings proceed we may find instances in 
which the committee wisely anticipated the needs of this procedure 
and other cases in which we did not do so, and to ascertain whether 
amendments are needed to make the system workable and effective, 
then that is the purpose of this hearing, at least one of the purposes. 
The committee  elieves that this section did serve the State of Illinois 
well. 

Senator Kucner. Let me ask the Illinois commissioner, how does 
that work, Commissioner, as a matter of practice? Does the Federal 
Government come in and take possession of the property and file a 
lawsuit ? 

Mr. BarTetsMrEYER. Yes, 

Senator Kucnet. In the Federal court ? 

Mr. BarTeLsMEYER. Yes. 

Senator Kucuert. Meanwhile it has possession of it and you proceed 
to construction and then they litigate the value of the property ? 

Mr. BartetsMEYER. That is right. 

Senator Kucuer. But you do not have any similar statute at all in 
your Illinois laws? 

Mr. BarrersmMeyeEr. No, our legislature passed a statute or a law 
about 7 or 8 years ago that was declared unconstitutional. We hope 
that the legislature that is in session will give it some consideration 
again. 

Senator Kucner. Most States have a law which permits taking, does 
it not, gentlemen ? 

Mr. Jounson. Yes, that is right. 

Mr. Bueece. Unfortunately the State of Washington does not have. 

Not all the departments have actually awarded construction con- 
tracts under the 1956 act to date for sufficient time has not yet elapsed. 
All States have gotten planning, engineering work, right-of-way 
acquisition, et cetera, underway to a very satisfactory degree. In 
fact 1 State has already completed 2 interstate projects financed by the 
1956 act. 

No department thinks the program is too large. All are of the 
opinion it is adequate for present conditions and abilities and it is not 
in excess of traffic needs. 

Some departments let contracts under the 1956 act within days 
after it was made effective and the letting of contracts to date under 
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the new act has been rather intermittent, but all departments expect 
to start regularly engaging in the letting of construction contracts 
as a continuing activity and sometime during the 1957 calendar year 
and most of them early during the year. They expect then to follow 
a schedule designed to keep the progress current with apportionment 
of funds. 

Eight of the departments advise they are not currently satisfied 
with progress on the big highway program, but say their progress 
is improving and they will do the job. 

All others state their progress to date is satisfactory and up to 
expectations. 

Senator Gore. Would either you or Mr. Johnson identify those 

eight departments ? 

‘ia, Jounson. Arizona indicates they are not entirely satisfied with 
their progress. Delaware 

Senator Kucuen. This is all a self-indictment. They are saying 
they are not doing as much as they should. 

Mr. Jonnson. Iowa, Kansas, Nebraska, North Carolina, Utah, 
and Washington. 

Mr. Buaer. I am never satisfied. 

Senator Gore. That. is a good answer. 

Senator Hruska. That doesn’t mean others are not dissatisfied, 
they simply have not expressed their dissatisfaction. Isn’t that 
possible ? 

Mr. Buaecr. That is right. 

As we have stated before, the program is in its embryonic develop- 
ment period and the progress report of February 1959 as requested 
by the 1956 act is about as soon as all departments will have had time 
and sufficient. experience under the new program to give a complete 
appraisal of progress and features of the program. 

Our association, which established and administers the United 
States numbered system, recognizes the need for establishing a con- 
venient and satisfactory method of route marking the Interstate Sys- 
tem for the convenience of the traveling public. Since all of these 
highways will be State highways and operated by the departments, 
our route numbering committee is presently engaged in working 
out a method of route number assignment for the entire network of 
interstate highways. It has been demonstrated that high speed, 
high density expressw ays require exceptional and special signing in 
order to properly direct and inform the traveling public. 

Our Committee on Traffic is currently working on the assignment 
to develop uniform signing of this type. In the operation of con- 
trolled-access highways, it is necessary to inform the public as to 
services available along the route. We are asking for suggestions 
from those industries which furnish basic services to the motoring 
public. By the time any section of the Interstate System is completed 
and ready for traflic between control points, we expect to have our 
route marking and signing ready and approved for use. 

During the course of constructing the interstate network, it may 
be necessary, in order to serve the “needs of the many, to do some 
things that would seem at present to be contrary to the best interests 
of a small minority. Our actions will be based upon the statutes 
and upon proper engineering practices to give the kind of highways 
needed for the national defense and to insure an expanding economy. 
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They will not be malicious or arbitrary actions. Since work on this 
vast program will be in progress throughout the Nation at one time, 
all of you in the Congress will probably receive many complaints, 
especially during the early phases of the program. In many areas, 
the control of access is a new concept and it is logically so that there 
will be some resistance to its acceptance. To compromise with the 
needed standards in face of such complaints would have a far-reaching 
effect upon the type of facilities obtained by the expenditure of our 
interstate funds. 

We know you will consider these matters objectively, and we hope 
that our endeavors will warrant your patience, confidence, and sup- 
port. 

We wish to express our sincere appreciation to you gentlemen of 
the committee for this opportunity of reporting on our stewardship 
and thank you for affording the highway departments the opportu- 
nity of performing a vitally needed public service. The highway 
legislation enacted by the Congress will go a long way toward taking 
first things first in curing many of our highw: ay ills and in decreas- 
ing the alarming loss of life and property on our major high traffic 
density highways. 

At this point I would like the resolutions appended to this state- 
ment to appear in the record. 

Senator Gorr. They will so appear. 

(The resolutions referred to are as follows :) 


RESOLUTION 


Whereas Secretary of Commerce Sinclair Weeks who is charged with the 
responsibility of administering the Federal Aid Highway Act of 1956, released 
on October 12, 1956, the information that the President of these United States 
had selected Bertram D. Tallamy, of Sand Lake, N. Y., to fill the new office of 
Federal Highway Administrator, and 

Whereas Mr. Tallamy is an effective and capable engineer and administrator 
with long and extensive experience in planning and executing public highway 
programs and especially highway programs for highways characteristically 
modern in their concepts and designs, having served as a member of the New 
York State Thruway Authority since 1950, and now is its chairman. directing and 
administering the construction, maintenance, and operation of a 562-mile toll- 
expressway system of controlled-access highways in New York State: and also 
having been chief engineer of the New York Public Works Department from 
July 1947 until October 1948, and superintendent from October 1948 until De- 
cember 1954, and 

Whereas Mr. Tallamy is held in the highest esteem and regard by the ad- 
ministrative officers of the highway departments of the several States, and enjoys 
the unanimous confidence and respect of the State highway departments, having 
been honored by being elected a member of the executive committee of this 
association in 1948, was named first vice president in 1950, and president in 
1951: Now, therefore, be it 

Resolved by the American Association of State Highway Officials in annual 
convention assembled in Atlantic City, N. J.. on November 27-30, 1956, That 
President Eisenhower be commended for his wise and timely selection of Mr. 
Bertram D. Tallamy, a man in whom the State highway departments have the 
fullest confidence, for the office of Federal Highway Administrator: and, be it 
further 

Resolved, That a copy of this resolution be transmitted to the President of 
these United States with the faithful pledge of this association, and of its mem- 
ber State highway departments, to Mr. Tallamy to the expeditious and orderly 
execution of the new Federal aid highway program as provided for in the 1956 
Federal Aid Highway Act. 
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RESOLUTION 


Whereas on October 12, 1956, Mr. John A. Volpe, State Commissioner of 
Public Works, Commonwealth of Massachusetts, was appointed by President 
Eisenhower to be the interim Federal Highway Administrator to serve until a 
permanent appointment is made and the appointee takes office; and 

Whereas the long and distinguished career of Mr. Volpe in the field of con- 
struction, and as State Commissioner of Public Works for the Commonwealth 
of Massachusetts has fitted him admirably for the high post of Federal High- 
way Administrator ; and 

Whereas Mr. Volpe has demonstrated his abilities as an executive and admin- 
istrator, fully qualified in every respect and has effectively discharged in a 
creditable manner the duties of this high office: Now, therefore, be it 

Resolved, By the American Association of State Highway Officials in anual 
convention assembled in Atlantic City, N. J., on November 27-30, 1956, that 
President Eisenhower be commended for his wise and timely selection of 
Mr. John A. Volpe, a man in whom the State highway departments have the 
fullest confidence, for the office of Federal Highway Administrator; and be it 
further 

Resolved, That a copy of this resolution be transmitted to the President of 
the United States with the faithful pledge of this association, and of its member 
State departments, to Mr. Volpe in the expeditious and orderly execution of the 
new Federal Aid Highway Program as provided for in the 1956 Federal Aid 
Highway Act. 

Senator Gorr. Thank you, Mr. Commissioner. As long as I am 
privileged to be chairman of this subcommittee, we will have a review 
of this enormous program at the beginning of each year. It is the 
largest public-works program in the ‘hisory. of the world, one having 
enormous bearing upon the welfare of our country. 

I think it is important that. you be afforded the opportunity of 
reviewing your own program and of reporting to the Congress and 
also that the C ongress be afforded an opportunity, particularly this 
committee, of reviewing and studying the detailed experience of the 
State departments and of the Federal Bureau of Roads in the progress 
of this panera for which we have such great hopes. 

Mr. Buace. Mr. Chairman, members of the committee, on behalf 
of the American Association of State Highway Officials, you may be 

assured we will always welcome the opportunity to present to you 
a report on our progress. As I have stated, we fully realize the respon- 
sibilities that have been placed upon all of us. 

Senator Gorr. Thank you. 

Mr. Bucer. It isa great one and we will accept it. 

Senator Hruska. Question, Mr. Chairman. 

Senator Gorr. Senator Hruska. 

Senator Hruska. Several times during your statement, you have 
indicated that you feel that it is still too early in this experience of 
this act to ask for any amendments or changes in it. As a matter of 
fact, on page 3 you say a decision was reached by your association not 
to request any changes in the Federal highway legislation this year. 

May T ask you this, Mr. C ommissioner, Was any consideration given 
or have you any thoughts with reference to the desir: ability “of 
Highway Commission as opposed to a Federal Highway keainiatee 
tor for administration of this legislation ? 

Mr. Bueer. I think that that can be answered in the expression of 
the members of the association at their Atlantic City meeting at which 
the resolutions were passed, of which you have copies appended to the 
statement, commending the appointment of Mr. Tallamy as the Fed- 
eral Highway Administrator and Mr. Volpe in the interim period. 
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The association felt that by the appointment of these two men, that 
the program was in good hands and would give the necessary leader- 
ship and aggressiveness that would be required to carry it on from the 
standpoint of administration of the Bureau of Public Roads and with 
their relationship to respective States. 

Senator Gore. Would that necessarily follow? Could not these 
gentlemen or whichever one may be a permanent Administrator very 
well serve as a member of, say, a three-man commission or even as 
chairman thereof, with a little more definite term and assurance of 
continuity in the position ? 

Mr. Buace. Of course, Mr. Chairman, in reviewing the respective 
types of highway administration within the 48 States, we find all tvpes 
and all kinds, and there has not been any expression I know of—I 
may be wrong, and Mr. Johnson can correct me—on the part of the 
association relative to their thinking, whether there should be a com- 
mission or administrator type of control. 

Senator Hruska. One reason in my asking the question of you, after 
all, your respective State engineers have all types. Some of them are 
commissions and some of them are not, and there are certain advan- 
tages in commissions. There are also certain very definite inherent dis- 
advantages and I would be inclined to defer very very much to the 
experience of people who have had actual experience with the differ- 
ent types. 

Is there anything that has been done so far in the administration of 
this act in the last 6 months that would have been done better or would 
there have been more progress made under a Commission rather than 
an Administrator, in your thinking and in your judgment ? 

Mr. Bueer. Not in my thinking nor in my judgment. I feel that 
the program has progressed very well, but we are, you might say, in 
the early phases of it, and it is very difficult at this time to make any 
definite determination as to whether this type of administration will 
be better or another one. 

Senator Hruska. Do either of the other commissioners have any 
comments ¢ 

Mr. Bartelsmeyer, have you any observation / 

Mr. Barrersmeyer. I don’t believe that I could make a definite 
statement. My own personal opinion is that the program would go 
well under either type of administrative procedure. I must say that in 
our State, we don’t have a highway commission, so I don’t know too 
much about more than one man in charge of the highway department. 

Senator Hruska. And what is the situation in your State, Mr. 
Greer ? 

Mr. Greer. We operate under a three-man overlapping commis- 
sion pattern. I am the administrative officer under that. It works 
nicely. Mr. Bartelsmeyer says he has the single type. We have the 
commission type. We both work and get along all right under either. 
So, the various patterns in the States are different and we wouldn’t 
like the Federal Government, I don’t imagine, to tell every State it 
had to have exactly the same kind of setup. 

By the same token, we, as State people, feel that you should organ- 
ize your workmanship as you see fit here. [Laughter. ] 

Senator Gore. With that entree, Mr. Commissioner from Texas, 
you may proceed with your statement. 
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Mr. Greer. I would like to answer any questions you might have. 
We are grinding right along at the rate of about $20 million a month 
to contract in Texas on the funds you gave us from the 1956 act. 
Our tempo on interstate is running about six to seven million dollars 
a month. We had quite a backlog of advance planning and oe -of- 
way out ahead, so we sort of got the jump. We were one of those 
States that kicked off within a few days after you signed the act and 
we have quite a bit of that underway ‘and moving along very nicely. 

This month we will have completed our programing ‘of just about 
half of the total 13-year pattern, I mean that is getting the various 
increments of the projects underway. 

We are handling ours on the basis of three different program set- 
ups. One is a construction program where we already have the right- 
of. way for $138 million of construction, the right-of-way program 
where we need to get the right-of-way, so we can move that over into 
construction, and then an advance planning program so we can get all 
of our schematics out of the way so it can move into right-of-way, 
and each program then will follow the other one right along as olives 
out of a bottle. We are doing fine. We have no complaints. We are 
quite happy. 

You have been quite generous with us, and our people are quite 
pleased. 

I will answer any questions you might have, if you have any ques- 
tions, sir. 

Senator Gore. Senator Case? 

Senator Case. I have no questions. 

Senator Gore. Senator Hruska ? 

Senator Hruska. No questions. 

Senator Gore. I would like to ask whether, based upon your ex- 
perience with the 1956 act thus far, you have an amendment or modi- 
fication or addition to suggest ? 

Mr. Greer. No, sir; not at all. This hearing matter, it is true that 
some of us might think it could be carried a ‘little too far, too deep 
here, there, and yonder, but there is a way to work that out. Time 
is going to cure that. 

The Bureau of Public Roads by its own administrative actions 
interpreting the will of the Congress, I think they can help us over 
those various humps. For instance, if we have grading out there and 
are fixing to put paving on, it would be silly to have a hearing on 
8 paving, when you already have the gr ading molded into the land- 

‘ape, and those things have a way of ironing ‘themselves out. 

We, in the States, have resolved that you have said do this thing, 
and we are going to do it, and we are going to do it in good spirit 
and make it work, and we can make it work to our adv antage, as has 
been brought out here, I think once before, as a public-relations 
medium. 

It. makes us go out and rub shoulders with the people and talk with 
the people and explain to the people exactly what we are trying to do. 
We are having very good success with it. We have had 10 or 12 of 
those hearings already so far. 

Senator Gorr. Is that all, in the State of Texas? 

Mr. Greer. We are just getting going. 

Senator Gore. I thought you were big in all respects. 
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. Greer. A lot of our work has been on paving which has not 
soddinel that. 

Senator Gore. What has been your experience on those 10 or 124 
Have you found this provision burdensome, helpful, or just how would 

you describe it? 

Mr. Greer. We had one or two on secondary where we called the 
meeting at the country store. Our resident engineer and district engi- 
neer appeared, and county judge, and one county commissioner, and the 
storekeeper. Nobody else appeared. T hey ate cheese and crackers and 
had a good time and went home. [ Laughter. ] 

That is the extreme, the low extreme. 

Senator Gore. I am sorry I was not there to avail myself of the 
opportunity to make a speech. 

Mr. Greer. But the opportunity was afforded and nobody appeared. 
It happened to be one of those things everybody wanted and it went 
from the highway system out to Podunk to the community store at 
the crossroads and ev erybody was happy with it. That is what they 
wanted, what they had been wanting, so they did not appear to protest. 
It looked like someone would have come ‘to say, “Amen,” but they 
didn’t. 

Senator Gorr. We must not forget, after all, trite and demagogic as 
this might appear, that ours is a Government of the people, and high- 
way officials, whether Federal or State, must never become so high and 
mighty that they cannot afford people an opportunity to present their 
problems. 

Mr. Greer. True. 

Senator Hruska. I think that is well put, Mr. Chairman, and I cer- 

tainly would not subscribe to the idea that the people on either side of 
the highway, whether they are now or whether they will locate there 
in the future, have nothing to do with that highway or the location or 
the well-being or continuance of that. I cannot subscribe to that state- 
ment and that statement has been suggested once or twice and I am glad 
to hear you suggest that they do, and that they are stockholders, and 
that they should be listened to. 

Senator Gore. I have one other question. I would like to know the 
experience which you, as the director of the highway program in Texas, 
have had with respect to limitation of access and the frequency of 
access points? 

Mr. Greer. Of course, that is going to be the rough spot in this 
whole program as you probably anticipate. 

Senator Gore. I will say I anticipated it being rougher far than it 
has been thus far. 

Mr. Greer. We are just now beginning to get up against the grind on 
it, I expect. 

Senator Gore. Just beginning to get rough? 

Mr. Greer. This first increment of our program which is some 400 
miles on which we already had 300 feet of right-of-way secured by the 
local, county, and city government. 

Senator Gore. Limited access right-of-way ? 

Mr. Greer. It is a controlled-access right-of-way but in the con- 
trolling of the access, we do not permit them direct entrance in the 
deed into the main express lanes but we did promise them that we 
would service them with a frontage road pattern to prevent the pay- 
ment of severance damage. Now that right-of-way, if the Federal 
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Government had to go in there and buy this, which is coming to you 
for nothing, it is valued at approximately $30 million. It “will, of 
course, cost you nothing, but in lieu thereof, we are going to have 
to spend about $14 million for the road pattern which prevents the 
severance damage in the evolution of the road itself. 

Senator Gore. These frontage roads lead into the interstate high- 

way ? ; 

Mr. Greer. Yes, sir. They eventually come in at controlled points 
of exit or entrance; yes, sir. 

Senator Gore. Are those control points at points where the traffic 
pattern meets the standards approved by the Federal Bureau of 
Roads ¢ 

Mr. Greer. In general, that would be true. Here is a photograph 
of actually the way we are building them down there and have been. 
We are going to have to change our pattern, of course, some here 
[indicating]. I might explain the frontage road question to you. 

Senator Gorr. The two middle lanes are free flowing express lanes ? 

Mr. Greer. Yes, the two middle lanes are free flowing express 
lanes. There are three lanes each. 

Senator Gore. That is the Interstate System ? 

Mr. Greer. That is six lanes; yes. ‘Those others are to take care 
of the local condition as it goes by. 

Senator Gore. Does this meet the standards, this type of structure 
you have presented? Does this meet the standards of the Bureau of 
Federal Roads for the Interstate System ? 

Mr. Greer. That has met the standards up until this date. Prob- 
ably their standards in the future are not going to permit that kind 
of installation. When we go to buy right-of-way with Federal funds 
on total control of access, it will be much, much less of that and may- 
be practically none of that, as Mr. Volpe has previously told you here. 

Senator Gore. I do not quite understand you. You say it has met 
thestandards. You mean before the 1956 act ? 

Mr. Greer. Yes. 

Senator Gore. The question IT am asking is, Will this plan meet 
the standards and requirements for inclusion in the Interstate Sys- 
tem of highways as envisioned and provided for in the 1956 act? 

Mr. Greer. These roads that we have heretofore built on this type 
of construction, in my estimation, will meet the standards of the 
Interstate System. In other words, it will be eligible but as we build 
new ones from 90 percent funds of the Federal Government, we will 
not build that much service road type of pattern. It will be more 
total control of access or closed corridor type of pattern than that 
envisions there. 

Senator Gore. This part, if I understand you correctly [indicat- 
ing], will become a part of the Interstate System ? 

Mr. Greer. Yes, sir. 

Senator Gore. But if you were building it anew, it would not meet 
the eprre ? 

Mr. Greer. The only reason it would not would be on the frontage 
road pattern of continuous frontage roads for installation, you might 

say. There would not be that many frontage roads. The express |: ines 
would be the same, the crossovers would be the same, and the inter- 
changes would be the same. 
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Senator Gorr. I am not aware of any provision in the act which 
would permit the inclusion in the new Interstate System of any section 
of highway that does not meet the minimum requirements. Does it 
not provide in fact for methods of improving or rebuilding or resur- 
facing in order to have a section meet the minimum requirements, if it 
is to be included in the system ? 

Mr. Greer. The policy that was told to you yesterday by Secretary 
Weeks and by Mr. Volpe again this morning said that the control of 
access shall be effected by the total purchase of access or by frontage 
roads or both. So I say that this is not a maverick in the Interstate 
System. Probably the economic balance of the thing will be deter- 
mined in the future as to which is the cheaper to pay, severance damage 
or the frontage road installation type of thing. I do not think it will 
be afoul of the regulations or of the standards, Senator. 

Senator Gore. Do you have any questions / 

Senator Casg. No. 

Senator Gore. Commissioner, do you have a statement to present 

Mr. Barretsmeyer. No, sir, I have nothing to add except to con- 
cur in what Mr. Bugge and Mr. Greer have stated. 

Senator Gore. It is in your State, I believe, that the test on weights 
and measures and thickness and type of pavement is being con- 
ducted ? 

Mr. Barriesmeyer. The construction work is underway at the 
present time and will be completed early next summer. 

Senator Gore. Is that construction on the so-called ideal base, in 
dry territory, or does it traverse a varigated pattern of terrain? 

Mr. BARTELSMEYER. It is being built on what is considered an ideal 
base course pattern, a controlled soil situation. The reason for that 
is that the test is 8 miles long, and the test on one end of the section 
would be the same, or could be considered equivalent to, the one on the 
other end of the section if there were different types of roadways 
involved. 

Senator Gore. Will it provide for the country the needed data if it 
is constructed on ideal conditions? Such ideal conditions will not 
prevail throughout the country. Is that not true? 

Mr. BarrersMeyEr. Well, I think, and I am not an expert on the 
test road, but it is being built in our State. Howev er, it 1s certainly 
not under my direction other than the construction, features of the 
road. The reason for selecting the location was principally to have, 
as I stated before, the same type of soil condition throughout the 
entire length of the test because there are many types and kinds of 
thicknesses of roadw: ay which are going to be tested and if you did 
not have it all on a similar or a like soil “condition, I think you would 
find much argument later on if one section should fail ahead of another. 

Senator Gorr. Do I understand you to say that this is a test really 
of the thickness and quality of the pavement and the base rather than 
u test of the effect of load and frequency of traffic on a varigated type 
of terrain / 

Mr. Jounson. Ralph, might I take that over and answer.. While I 
was State highway engineer in Arkansas, I was on the committee 
that had to do with initiating this project at the very beginning. 
We arrived at certain rainfalls, certain frost penetration, and certain 
soil conditions that we thought would be as average as we could find 
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in the United States and wrote those up into the form of specifica- 
tions and sent them out to several highway departments that had 
conditions that would comply. We asked them to offer a site. [h- 
nois offered a site and it was accepted. 

Now, up there, it will be built on what you would commonly call 
a clay soil because all States have a clay soil base and that represents 
one of the hardest roadbuilding problems we encounter. Thereafter 
we will improve that subgrade by selected basement soils and by base 
construction and operate what we call a controlled loading operation 
on that. They will be just certain actual loads which will operate on 
certain loops. 

There will be five loops in the project and all those loops will have 
the same subgrade conditions as near as possible as it is to build 
them so that we can compare notes and compare results that we get 
on the various tests. 

After these tests are done, the States are expected to build com- 
parable sections in their own areas, short test sections or something 
of that nature, to evaluate the results we got on this very compre- 
hensive test as to conditions and roadbuilding materials that they 
have in their own States. We will yield some economic data that 
will have to be combined with additional economic data from some 
other tests to make the studies required in section 210. 

In the studies required in section 1 of title I of the act, we will 
combine it with some of the work done on the Washo test and on 
the Maryland test and maybe some work done in the States but we 
will then be able to prove or disprove our various concepts of struc- 
tural design for pavements. 

We are spending about one-thirtieth of 1 percent of the cost of 
this program on this test in order to give us a better foundation upon 
which to base our structural design. 

Senator Gore. In your structural design of pavement, are you also 
testing various types of pavement superimposed on various types of 
base ¢ 

Mr. Jounson. The loops are elongated and one tangent is asphalt 
pavement and flexible and the other one is rigid concrete. Both 
loops will be subjected to the same testing as far as load is con- 
cerned. The thicknesses of pavements are varied as are the subgrade 
improvements concerned. We want to find out what is an adequate 
design for those test conditions. 

Senator Gore. Will your test also include the economy and suc- 
cess of repair and reuse of segments / 

Mr. Jounson. That is included. 

Senator Gorr. Senator Case, do you have any questions? 

Senator Casr. I have no questions. 

Senator Gore. Senator Hruska ? 

Senator Hruska. No questions. 

Senator Gore. Thank you very much, gentlemen. 

We have received two statements which are to be copied in the 
record. One is from Mr. Arthur J. Packard, Mount Vernon, Ohio, 

resident, American Hotel Association and the other is from Dr. Paul 
ty White, Boston, Mass. 

(The statements referred to are as follows :) 
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STATEMENT OF ARTHUR J. PACKARD, OF MounT VERNON, OH10, PRESIDENT, AMERI- 
CAN HoreL ASSOCIATION 


I am Arthur J. Packard of Mount Vernon, Ohio. I own and operate seven 
hotel properties in Ohio. I am chairman of the governmental affairs com- 
mittee, representing the American Hotel Association. 

It is my belief that the hotel industry, as well as the national economy, will 
benefit tremendously from the Federal highway program which was launched 
in 1956. It represents progress, and nobody has the right to impede progress. 
But when this legislation was first considered, we recognized that there were 
several points of vital concern to the hotel industry. 

The most important of these was the possible isolation of existing hotel prop- 
erties in communities which are bypassed by the new system of highways. 
However, Congress met that problem somewhat by inserting two provisions in 
the law, caleulated to protect to some extent existing investments in business 
properties. One of theses safeguards is the requirement that hearings be held 
in any city or town which is to be bypassed. Such hearings give affected per- 
sons the opportunity to focus attention upon their own problems. They also 
prevent any secret agreements concerning the relocation of important highways, 
which might not be in the public interest. 

The second safeguard in the present law is in the provision for $4 billion for 
the construction of feeder roads, connecting bypassed communities with the 
new throughways. During the past year frequent attacks have been made upon 
that provision of the law which requires hearings to be held where a com- 
munity is to be bypassed by a secondary highway not on the Interstate System. 
The American Hotel Association, as spokesman for the Nation’s seventh largest 
industry, opposes any proposal to eliminate the requirement for open hearings 
at the local level in communities which are to be bypassed, regardless whether 
it is primary or secondary roads which are involved. 

Another point of concern to uS was an initial proposal to include a 500-foot 
strip on either side of the right-of-way in which advertising would be prohibited. 
Restrictions of this nature would effectively prevent advertising by hotels and 
other types of business. Many hotels have suffered because they were prevented 
from advertising along toll roads which cross many of our eastern States. 
As you travel along these highways, you often see small signs indicating that 
motel accommodations can be had a short distance off the highway. However, 
no signs are permitted, informing travelers that first-rate hotel accommoda- 
tions can be had a short distance farther in an established community. 

We were gratified that Congress rejected the proposal for a 500-foot area in 
which advertising is prohibited. However, we are told that efforts will be made 
to revive that issue in this session. The American Hotel Association feels that 
this matter must be left to State control, and that it would be a great mistake 
to force all 48 States to submit to Federal dictation in this matter. 

Hotels and other types of business establishments have experienced a number 
of problems in dealing with State turnpike commissions, in connection with 
monopolies on services to be supplied to the traveling public. For example, 
one State turnpike authority supplies each automobile owner with a listing 
of business establishments at various points adjacent to the highway. Only 
approved establishments are listed, and the turnpike commission has complete 
discretion in determining these establishments which are approved. 

Before the proprietor of a business can secure the approval of the commission 
he must agree to a number of conditions laid down by the turnpike authority. 
Other States, of course, maintain a monopoly on the service areas along the 
turnpikes. Where systems of rigid business control, and monopoly practices 
have become established, the Federal Government will have to exercise extreme 
caution in deciding whether to integrate the turnpikes with the Interstate 
System. 

As an illustration of the method by which local and State governments can 
bestow a special franchise upon favored business establishments, making the 
travelers along throughways and turnpikes captive customers for new places of 
business, the January 6 Washington newspapers reported a development along 
the Washington-Baltimore Expressway. In this instance, the county commis- 
sioners of Anne Arundel County gave tentative permission for the construction 
of a multi-million-dollar regional shopping center on a 60-acre tract adjacent to 
the highway. Involved in the plans for this new commercial center are estab- 
lishments such as a department store, and 50 other shops, as well as service 


NATIONAL HIGHWAY PROGRAM 79 


establishments, such as restaurants and hotels or motels. Then, later, would 
come the pressure to integrate those throughways and turnpikes into the Federal 
system, and the Federal Government would itself be a party to a grievous level 
of discrimination against existing establishments, located in cities and towns 
across the country. 

When the present law was under consideration, the American Hotel Associa- 
tion did not appear before your committee. Before deciding whether to ask for 
an opportunity to express our views, we invited a number of State hotel associa- 
tion executives to come into Washington for a visit with Federal officials about 
the proposed highway program. Since it appeared that safeguards would be 
included in the law to protect bypassed communities, and to preserve the rights 
of the individual States to determine whether advertising would be permitted 
on either side of the 300-foot right-of-way, the State hotel association executives 
recommended that our national organization take no action on the proposed 
legislation. 

Hwever, in view of recurring proposals to eliminate hearings at the local level, 
in the case of bypassing, to insert in the Federal law a provision for a 500-foot 
prohibition against advertising on both sides of the right-of-way, and to con- 
sider the integration of turnpikes with the Federal Interstate System, we feel 
compelled to object to the inequities which would flow from such regulations. 

We are convinced, gentlemen of the committee, that restaurants, filling sta- 
tions, and other retail and service establishments in bypassed communities 
would suffer, the same as hotels and motels, from the impractical proposals 
confronting you. We respectfully urge the retention of the safeguards which 
you originally incorporated into the law. 


STATEMENT OF Paut D. Waite, M. D., or Boston, MAss. 


It is with great appreciation of the opportunity that I present a brief statement 
concerning highway safety at this hearing. 

Although already cognizant, as most Americans are, of the serious threat to 
life and limb and public health of the high rate of road accidents in this day 
and age, I have been precipitated into better recognition of the problem because 
of the serious accident that occurred to my daughter in New Mexico near Santa 
Fe on December 17, 1956, and because of what I learned myself on a visit to her 
in the hospital in Santa Fe a few days later about this common hazard, especially 
in that part of the country on the interstate highways where such accidents 
occur practically every day and night. 

Although many accidents can be attributed to other causes, at least half, I have 
been told, are the result of too much speed. There is rarely any fault to be found 
concerhing the roads themselves. Most of the roads are, if anything, too good, 
except that there might be more divided highways, and the cars are too good. 
Cars are so constructed nowadays, many of them with heavy weight, built low to 
the ground and comfortably sprung, that high speeds are often not appreciated 
by those driving the cars. 

It is, therefore, very natural for many and quite likely the majority of 
drivers of the larger cars on the big highways of the country to go beyond the 
safety speed. By safety speed I mean speed up to 50 or 60 miles an hour, beyond 
which lack of control of the car for any reason can easily result in death or 
serious injury. The difference of 20 miles of speed on a road with a curve, with 
a little ice, carelessness, or a little drowsiness of the driver, may mean the 
difference between life and death. 

A speed of 70 to 80 miles an hour which is common on many big roads is 20 
miles faster than that which should be allowed, although it is, of course, the 
human that is responsible and we might say that penalties alone should suffice. 
Nevertheless, the hnman being a human is not likely always to follow the rules. 
Therefore, we must protect him. 

Several suggestions have come to me, namely, that no car should be built except 
under special permission or registration that will go faster than 60 miles an 
hour, controlled either by a governor that must be inspected occasionally or by 
some other device, and anyone who has a car going faster than that should have, 
like the owner of a firearm, a certificate permitting him to have a car that will 
go as fast as that. One of these big heavy cars is now becoming more dangerous 
than a firearm. Federal legislation would probably be needed to control the 
making of automobiles to meet today’s urgent need. 
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In addition, of course, each State should enact legal speed laws with their 
proper enforcement (for example, by suspending the driving license for a few 
months). I have already been in contact with Senator Chavez and with Con- 
gressman John Fogarty, chairman of the House Committee on Appropriations 
for Public Health, as well as with others concerned with the local problem in 
New Mexico and shall be glad to help in any way that I can otherwise. 


Senator Gore. The hearing is adjourned until tomorrow morning 
at 10 o’clock. 

(Whereupon, at 12:35 p. m., the subcommittee was adjourned to 
reconvene at 10 a. m., Wednesday, January 9, 1957.) 
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PROGRESS AND STATUS OF THE NATIONAL HIGHWAY 
PROGRAM 


WEDNESDAY, JANUARY 9, 1957 


Unirep States SENATE, 
CommMiItree oN Pusiic Works, 
SuncoMMITTEE ON Pusiic Roaps, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:15 a. m., 
in room 412, Senate Office Building, Hon. Albert Gore presiding. 

Present : Senators Gore (chairman of the subcommittee), Scott, and 
Bush. 

Also present : Senator Carroll. 

Senator Gore. The committee will come to order. I wish to apolo- 
gize for being late. I had another committee meeting at 9:30 and 
it lasted until just now. 

Mr. Volpe, if you will just stay seated where you are I would like, 
before your testimony begins, to call Mr. Fred W. Heldenfels, who 
can sit here. He was scheduled to testify yesterday and has a plane 
reservation to get out of town and I don’t want to interfere with those 
plans, if it can be averted. 


STATEMENT OF FRED W. HELDENFELS, JR., VICE PRESIDENT- 
ELECT, THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA, 
INC.; ACCOMPANIED BY J. M. SPROUSE, MANAGER, HIGHWAY 
CONTRACTORS’ DIVISION 


Mr. Heipenrers. Mr. Chairman and members of the committee, 
first I want to thank you for this courtesy shown me in allowing me 
to testify early in order to meet my plane connections. 

My name is Fred W. Heldenfels, Jr., of Heldenfels Bros., Inc., 
Corpus Christi, Tex. Our firm is engaged in highway construction. 

At present 1 am vice president-elect of the Associated General Con- 
tractors of America, and it is in that capacity that I appear before 
you as a representative of more than 6,700 of the Nation’s leading 
general contractors. 

More than half of these firms are engaged in some aspect of highway 
construction throughout the United States, and many others perform 
work related to the highway field. 

I have a prepared statement I would like to read and leave copies 
for the record for the members of the committee, together with a 
hooklet prepared by the Associated General Contractors on the new 
highway program. The title of this booklet, as you will note, is 
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“Highways—1956-69. The Story of the Long-Range Highway Pro- 
gram.” It presents an authoritative account of all aspects of the 
largest public-works enterprise ever undertaken, including steps lead- 
ing to the enactment by the Congress. 

It also describes the part played by this association in the develop- 
ment of the program and in promoting the public understanding of 
its objectives and cooperation with the Federal and State officials 
to expedite its execution. Copies have been distributed to Members 
of the Congress, State highway officials, engineering schools, officials 
of the Bureau of Public Roads, and other interested officials, as well 
as to the Bureau of Public Roads and members of the association. 

In the preparation of this testimony, the national office of the 
association conducted a survey of our chapters and branches through- 
out the country, requesting progress reports on the interstate high- 
way construction program in their areas. 

On the basis of the reports which have been received, we wish to 
report the following: 

The highway construction industry has the capacity to carry out 
the highway-construction program promptly, efficiently, and eco- 
nomically. In no area of the Nation is any delay caused by the con- 
tracting industry. 

Senator Gort. You mean no delay has been caused yet. Can you 
make the same statement with some confidence as to the future ? 

Mr. Hevpenrets. Yes, sir: I think so. Our report shows the capac- 
ity of the highway construction industry is ample to take care of the 
participating program. 

The materials situation now is better than when the highway bill 
was passed last summer, and it appears now that shortages of materials 
will pose no serious problems. 

While wage rates and materials prices in construction have gone 
up slightly in line with the prices of other services and commodities 
in the national economy, there is a strong pressure of competition 
among highway contractors which is holding costs to a minimum. 

Contractors’ capacity adequate: We wish to again assure the Con- 
gress that the highway construction industry has the capacity to 
arry out the expanded interstate highway-construction program 
authorized by the Congress. Replies received on this point were 
unanimous. 

In previous testimony before both the Senate and House Public 
Works Committees, representatives of the Associated General Con- 
tractors stated that the industry’s capacity was sufficient to perform 
a greatly expanded highway-construction program promptly, effi- 
ciently, economically, and in such a manner that the public would 
receive an increasing value for its investment in highway construction. 

The results of our survey affirm those statements, and indicate that 
existing highway contracting organizations can, with the assurance 
of the continuing long-range program enacted by Congress, double 
their construction capacity within 2 years, and can, within 5 years, 
carry out 4 times the current volume. 

Problems arise in initial stages: Our survey indicates that in sev- 
eral areas the program is not progressing as rapidly as it possibly 
could, but the reasons given were internal problems of the States 
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involved and represented factors which should be expected in the 
initial stages of an undertaking of this magnitude. We are confident 
that these problems are relativ ely minor and will adjust themselves 
without causing serious delay to the program. 

None of the del ays cited are attributable in any way to the ability 
of the construction industry to perform. 

Availability of materials and equipment improved: In general, 
the availability of both materials and equipment has improved from 
last June when the highway bill was passed. The capacity of pro- 
ducers of cement has increased and there is every evidence that there 
will be no shortage of this material. The one exception to this is 
steel, which, due to the recent strike and the carryover of a sizable 
backlog of orders, is still slow in delivery. We note, however, that 
virtually all State highway departments are either specifying the 
use of prestressed concrete or allowing it to be bid as an alternate 
wherever possible to alleviate any possible delay due to shortages of 
construction steel. 

Cost of materials and equipment show slight increase: The cost of 
materials and equipment to the contractor have in many parts of 
the country shown a slight increase, ranging from 3 to 5 percent. 
In other areas it has remained at the same price level. The increase 
in the cost of materials, principally cement and steel, will, of course, 
be reflected in bid prices, but it should be understood that this is a 
continuation of the upward trend of the price of all commodities, 
which has been the pattern since World War II. It most certainly 
does. not mean that the contractors’ profit margin has increased. 
Competition, the strongest force in competitively bid highway con- 
struction contracts, keeps that item to a minimum. Those canvassed 
by our survey state that competition among highway contractors is 
greater now than ever before in the history of roadbuilding, and 
report that recent bidding attracted as high as 16 bidders per project. 
There may be local conditions which vary from this overall picture; 
however, they will be overcome by the desire of outside contractors 
to compete for more highway work. 

Increased costs largely offset by efficient operations: It is our belief 
that normal increases in the cost of equipment and any increases in 
wages can, to a large extent, be offset by the fact that highway con- 
tractors, assured of a continuing market for the services of their 
organizations, can now invest more heavily in equipment which per- 
forms more, or at least an equal amount, of work with less manpower. 
As new and more efficient equipment is developed, we expect those 
technological advances to continue. 

Conclusion: In conclusion, I wish to give you again, on behalf of 
the highway construction industry, our assurance ‘that the industry 

ean carry out your highway construction program properly, eco- 
nomically, and with const: antly increasing efficiency. 

Continued improvements in the industry’s operations and the con- 
tinued keen competition between contractors are powerful forces 
which will be making the public’s investment in highway construc- 
tion increasingly more valuable. 

Senator Gore. Two years ago—more than that now, in 19! 54—upon 
the recommendation of this committee, the Congress enacted a provi- 
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sion of law which requires the successful bidder on a Federal-aid 
highway contract to submit a certificate to the effect that he has not 
engaged in conspiracy, in bid rigging, or in political kickbacks. I 
have forgotten the exact language of the provision and I am not 
undert taking to quote it verbatim. I cite it to you in general terms 
in order to inquire if the contractors have had difficulty in complying 
with this provision. 

Mr. Hexpenrets. I know of no instance where they have. We had 
some complaints from the contractors about the 

Senator Gore. Will you speak up a little. 

Mr. Hetpenrexs. That they felt it was a needless matter that might 
be hard to execute these affidavits in time to get their bids in, but I 
don’t think there has been any problem to my knowledge in the country 
in regard to that affidavit. 

Senator Gore. You know of no reluctance to comply with the law? 

Mr. Hetpenrers. I know of no reluctance. I don’t think that we 
have. 

Senator Gore. Well, as this program becomes larger and larger in its 
execution, this committee may well want to make some further inquiry 
into that phase of the program, into the question of compliance with 
that provision of the law. 

You mentioned that steel was an exception of the availability of sup- 
plies. That, too, is something which this committee will look into 
before these hearings conclude. Do you know if the rising cost of steel 
has, in any instance within your knowledge, caused a cancellation of 
contract. or rendered invalid estimates on a project ? 

Mr. Hexpenrers. To my knowledge it has not caused any cancella- 
tions. I do know of an instance where bids were rejected and resub- 
mitted because they thought the price of steel was too high. 

Senator Gore. One State highway commissioner told me that the 
estimate of his department on the cost of a certain project had been 
rendered out of date and unrealistic because there was included in the 
project a large bridge to be constructed, and the price of steel had so 
increased as to have that result. Do you know of any instances such 
as that? 

Mr. Hevpenrets. Yes, I know of one specific instance in Texas where 
the high bridge that required a very large quantity of steel, some thir- 
teen or fourteen million pounds, and the estimate I think was probably 
made some year and a half before the project was let, it was consider- 
ably over the estimated cost when the bids were t: ken. 

Senator Gore. Is it fair to conclude then from your statement that 
the increase in the price of steel has materially affected the estimated 
cost of the highway program ? 

Mr. Hevpenres. It certainly has on bridge projects. 

Senator Gore. Senator Bush? 

Senator Busu. I have no questions. 

Senator Gore. Thank you very much for your testimony. 

Mr. Hewoenrets. Thank you. 

Senator Gore. Mr. Volpe, to begin your testimony, will you comment 
on the steel situation ? 
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STATEMENT OF HON. JOHN A. VOLPE, FEDERAL HIGHWAY ADMIN- 
ISTRATOR; ACCOMPANIED BY LOUIS S. ROTHSCHILD, UNDER 
SECRETARY FOR TRANSPORTATION, DEPARTMENT OF COM- 
MERCE; CLIFTON ENFIELD, GENERAL COUNSEL; AND FRANK 
C. TURNER, DEPUTY COMMISSIONER, BUREAU OF PUBLIC ROADS 


Mr. Vourr. I would be glad to, Mr. Chairman, It is in my state- 
ment and I can take that first if you desire. 

Senator Gorr. Maybe it would be better procedure, if you will read 
rapidly, to let you read through your statement and then we will 
question you. 

Mr. Votre. Very well, sir. 

With your permission, sir, the committee asked on Monday, I be- 
lieve it was you, Mr. Chairman, for information regarding those 
States which had already committed their funds from the 1957 appor- 
tionment and the status of the other States. That is one of the items 
we have been able to bring together and if you would like I would be 
happy to put that in the record now. 

Senator Gore. I so request. Do you have copies? 

Mr. Votre. We are preparing a packet with all of this information 
requested so you will get all of this information you requested in one 
packet, sir. We can leave one for the record this morning if you like. 

Senator Gore. You have only one? 

Mr. Votre. We can leave a copy for the chairman; yes, sir. We 
have two copies. 

Senator Gore. Why don’t you read it for us then ? 

Mr. Vourr. All right. 

As of the end of the year, sir, we indicated to you that six States 
had already committed their entire 1957 apportionment. 

Senator Gore. What do you mean by committed ? 

Mr. Votre. We mean by that, sir, that the entire 1957 apportion- 
ment has been obligated either by actual contracts awarded, contracts 
on which the plans have been completed and are ready for advertising, 
or that agreements have already been entered into ‘obligating funds 
for right- “of-W ay acquisition and preliminary engineering, sir. 

Those States : are Maryland, California, Ohio, Illinois, Rhode Island, 
and New York. AJl of those six States have already started to utilize 
funds from the 1958 apportionment. One of them, Maryland, has 
already utilized 58 percent of their 1958 apportionment. 

We have 9 States which are—I beg your pardon—6 more States 
which are in the 75 to 100 percent bracket, namely Missouri, New 
Mexico, Wyoming, Tennessee, Oregon, and Massachusetts, which have 
obligated from 75 percent to 100 percent of the 1957 apportionment. 

I might say that Missouri is practically 100 percent but my boys 
are rather technical and they still called it 75 to 100, but they are 
ninety-nine-point something. 

Senator Gorr. Do you have the percentage of each State, sir? 

Mr. Vourr. Yes. 

Senator Gore. Would you read that? 

Mr. Votre. I would be glad to, sir. Missouri 99 percent; New 
Mexico 99 percent; Wyoming 88 percent; Tennessee 85 percent; Ore- 
gon 81 percent; Massachusetts 79 percent. 
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There are 9 States which have obligated from 50 to 75 percent of 
the funds, namely Texas 68 percent; Colorado 65 percent; Pennsyl- 
vania 65 percent; Alabama 61 percent; Minnesota 58 percent; Kansas 
52 percent; Michigan 52 percent; Vermont 52 percent; Iowa 50 per- 
cent. 

There are 12 States which have obligated from 25 to 50 percent of 
~ 1957 apportionment, namely Arkansas 49 percent; Connecticut 

45 percent; Florida 39 percent; Mississippi 38 percent ; ‘Oklahoma 38 
percent; Kentucky 35 percent ; Wisconsin 33 percent; Georgia 28 per- 
cent; Utah 27 percent; W ashington ‘ 27 percent: Louisiana 25 percent: 
and Washington, D. C. 25 percent. 

From zero to 25 percent we have 16 States, Idaho 22 percent; Ari- 
zona 21 percent; New Hampshire 21 percent; South Carolina 17 
percent; Indiana 11 percent; Maine 11 percent; South Dakota 11 
percent: North Carolina 10 percent; North Dakota 10 percent; Vir- 
ginia 9 percent; Nevada 8 percent; Delaware, Montana, Nebraska, 
New Jersey, and West Virginia zero. 

Senator Scorr. May I ask at this point, Mr. Chairman, what is the 
particular delay in North Carolina ? 

Mr. Votre. In North Carolina, the delay in some of these States of 
course is occasioned by the fact that the right-of-way acquisition 
has taken more time than it has in other States. Many of these 
States of course had already begun a great deal of planning and done 
a great deal of planning in anticipation of the passage of this act. 
They had in many cases plans either completed or practically com- 
pleted and right-of-way acquisition had already taken place in many 
States. 

Texas, for instance, had already bought practically $100 million 
worth of right-of-way in anticipation of this program and so natu- 
rally they were well ahead of the parade. 

Missouri, and I would like to mention my own State of Massachu- 
setts, have done a great deal of preliminary work and thereby able to 
get these projects onto the markets and agreements for right-of-way 
and engineering consummated. 

I can't say exactly what particular phase of that in North Carolina 
alone is responsible. Frank, do you have anything on that? Now 
that my memory is refreshed I have had correspondence e and talked 
with the folks from North Carolina. They do not have a complete 
and adequate controll-access law and they are working on that now. 
They have been waiting for a Supreme Court decision. They also 
have a bill before the legislature, I understand. 

In the meantime we have given them approval to proceed with the 
advertising of bids pending the receipt of this information from 
either the Supreme Court or the outcome of legislation by the North 
Carolina Legislature. 

Senator Gorr. Mr. Volpe, it was reports such as you have just read 
that in part prompted me to arrange this hearing and that in part 
were responsible for a public statement I made that I was disturbed 
by recurring reports of tardiness in getting the program underway. 
Now you have outlined one of the reasons for the del: av. You listed 
some States with no commitments at all, several under 20 percent. 
Will you expand on the reasons for this ? 

Mr. Vourr. I will be glad to, Senator. Actually we are talking in 
terms of the 1957 apportionment which was made on the Interstate 
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System and the additional funds for ABC programs on June 29. 
The States, as we all know of course, have 2 years after the end of the 
fiscal year for which the funds are apportioned before those funds 
lapse. 

This is not the first time in the history of Federal aid that many 
States wait for the first, second, or third year in which they are 
able to pick up the funds before actually getting them under con- 
tract. It has lees our purpose to engender a spirit of competition 
and to promote the active completion - of these plans and the right- 
of-way acquisition and preliminary engineering as rapidly as possible 

rather than waiting until their time has lapsed, although very few 
States, if any, in the last several years have had funds lapse. 

The States by and large, I think, when you consider that only actual- 
ly 15 or 16 percent of the time has elapsed in which these States can 
pick up these funds, and when you consider that 33 of the States have 
ac ‘tually obligated 25 percent of their funds or more, I think actually 
that is a pretty good record. 

The fact that 16 States have only from zero to 25 percent certainly 
is something which we are not entirely happy about and which we 
are working on. The reasons in those particular States, generally 
speaking, as indicated in the statements of the highway officials yes- 
terday, are some problems by way of matching funds. We have con- 
tacted all of those States. We have asked what we can do to be of 
help to them in trying to arrange for that financing, although of 
course each State must take care of its own obligations in that regard. 

One of the other questions is the situation we just mentioned in 
North Carolina, of course, insofar as control of access is concerned 
wherein many of the States the laws are not presently adequate to take 

care of that particular phase of the work. 

Senator Gore. We realized that was the case and undertook, in 
writing the law, to provide for those contingencies. Now in the par- 
ticular instance of right-of-way acquisition the present law is ade- 
quate. It was adequate in the State of Illinois. A State has only to 
request the Federal Government to acquire a limited access right-of- 
way on its behalf and that could have already been done, can quickly 
be done now. 

I do not wish to criticize any State but I do wish to say that I am 
disturbed at the lack of uniform progress. If this program is to be 
completed as we hope, as it is envisioned, within a period of 13 years, 
if the financing scheme is to be workable, then there must be some 
uniformity of progress and construction. If we are to have a Na- 
tional System of Interstate Highways completed at the target date, 
then we must soon find uniform progress in all the States. W ould 
you agree with that ? 

Mr. Vourr. I would agree with that, Mr. Chairman, but we must 
remember that the Congress spent some 18 months in debating this 
bill. That is no criticism either. I mean it is just a statement of 
fact, and I think justly so. It was a tremendously big program and 
1 think it should have been debated and I think in the ‘finaly analysis 
much of the additional debate and discussion that took place made for 
a better bill. 

Now during this period many of these States of course were oper- 
ating on a very tight highway budget. Therefore they could not 
undertake, on the premise that the C ongress might pass an interstate 
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bill, to utilize funds which were so essential for them to carry out 
their own programs in which they were working with a very close 
budget, to prepare plans on pr ojects which might be undertaken under 
a new practice. 

So it is those States that had more flexibility in their budget which 
were able to proceed with the preparation of surveys, plans, and right- 
of-way acquisition. Of course, before you can actually acquire right- 
of-way and before they could ask us to acquire it for them if they 
didn’t have the laws, they have actually got to select a location for 
that highway. They have got to make surveys of the highway, pin- 
point it, and actually the right- of-way layout plans are one of the last 
things which are accomplished in the full development of the plans 
before the contract can be advertised for bids. 

Senator Gore. Let’s take the case, not of a State, but of the District 
of Columbia which is treated as a State. I don’t believe you gave the 
figures of its progress ? 

Mr. Votre. Yes, I did,sir. Twenty-five percent, sir. 

Senator Gorr. Twenty-five percent ? 

Mr. Votrr. Yes, sir. 

Senator Gore. I see a gentleman in the rear of the chamber smiling 
because he told me a few days ago he was afraid it might be zero. 

Mr. Voter. Of course, actually, I think that that is phenomenal 
when I learn of some of the—I must be careful of my words here— 
when I realized some of the complications, shall I say, with which 
the District of Columbia Highway Commissioner has to work, the 
number of agencies he has to get together before he can establish a 
project, I think he has made a remarkable bit of progress in doing 
what he has done. 

Senator Gorr. You have pleaded the case of delay on the part of 
the States very well. The committee would like you to address your 
attention now to just what the Bureau of Roads and the Department 
of Commerce can do and why it has not done more to bring about 
uniformity of progress. 

Mr. Votre. I would s say to you, sir, that I believe that the Bureau 
of Public Roads and, Mr. Chairman, Senator, I speak objectively. 1 
come primarily from private industry. I have been in public service 
for 314 years in Massachusetts and only some 214 months in my present 
assignment, and I can speak objectively. 

I can truthfully say to you, sir, that it is my opinion that we have a 
group of dedicated men, professional career people in the Bureau of 
Public Roads who have done in my opinion an outstanding job in get- 
ting the program to the progress that it has now achieved. Very little 
time was lost, I can assure you, in getting this program underway, 
even though I did not become a part of this fine or ganization until the 
22d of October. Actually I think that perhaps we have been able to 
engender into the program 

Senator Gore. May Linterrupt you, Mr. Volpe? 

Mr. Votre. Yes, sir. 

Senator Gorr. This is Senator Carroll who has been unofficially 
assigned to this committee and I hope will be officially assigned to 
this committee within the next c ouple of hours. Mr. Volpe is adminis- 
trator of the highway program. 

Mr. Vorpr. I believe when you realize the numbers of various stipu- 
lations in this bill which provide for additions to previous highway 
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legislation which required resolving of questions for instance in: the 
case of wage determinations, the Bureau had excellent. cooperation 
from the Commerce officials in helpmg us to arrive at conclusions with 
the Labor Department which enabled us to get the projects advertised 
for bids as rapidly as possible. 

I know that in my own case, I wired down for approval of wage 
rates which we had had predetermined by our own Department of 
Labor in Massachusetts and within 48 hours I had a telephone call 
back indicating to me that those wage rates had been approved and 
gave us permission to advertise for bids. 

There are many problems of that type which had to be resolved 
and I think when you consider all of those factors and you consider 
that some of the States have already utilized all of their 1957 appor- 
tionment and other States have done 50 percent and so forth, that 
the fact that there are a few States which, by reason primarily of 
budget, in my opinion, are not up to the par which we would like to 
see. Of course, | say not up to par, actually the State could tell us that 
they have 3 years in which to get these under contract and so they don’t 
feel that they ought to perhaps progress any further than they have, 
but I don’t take that position, 

Perhaps I am a hard taskmaster and we have set some targets which 
in private business we like to set pretty high sometimes in order to 
achieve a degree of progress which perhaps is a little short of that 
mark but greater than what might have been achieved if your target 
was low. 

I believe that we are at the present time doing a great deal to further 
the progress ives made—for instance, we have sent out letters to 
the State highway departments advising them that we plan to prepare 
a catalog of available br idge designs for the exchange of bridge plans 
among the States on a national basis and I have just had 2 or 3 
very nice letters from South Carolina, from Virginia and other States 
indicating the—well, I will just read one paragraph here from the 
letter from Mr. McMillan from South C arolina: “You are to be com- 
mended for this worthy undertaking and it is my opinion that an 
exchange of bridge designs among the States could be of much help to 
the highw ay departments i in reducing engineering design work and in 
expediting the bridge construction programs.” 

That is the kind of thing which the Bureau is doing in order to 
facilitate the preparation of these plans and in order to conserve all 
of the available engineering manpower. 

Senator Gore. What length of time do you think will be necessary 
for those States with less than 25 percent of 1957 funds committed to 
reach the 100 percent mark of 1957 funds, and then how far behind 
will those States be a year from now? Both in commitment of 1958 
funds and in actual construction of highways? 

Mr. Vorpr. Mr. Chairman, to determine exactly what each State 
will have done 6 months from now or 12 months from now, of course, 
is a prognostication only. I can say to you, however, that based on 
the observations I have made, based on reports which I have received 
from our district and division engineers, that it is my belief that on 
June 30, 1957, that we will have either very close to or actually com- 
tea commitments for the entire 1957 apportionment on a national 
JASIS 
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Now it could mean that that would not necessarily mean that everv 
State will have committed their entire 1957 apportionments by June 30. 

Senator Gore. Would you mind repeating that, I was distracted / 

Mr. Votpr. I indicated, Mr. Chairman, that by June 30, 1957, it was 
my belief that we would be very close to, or actually have committed 
on a national basis, the entire 1957 apportionment. That doesn’t 
mean necessarily that every State will have committed its 1957 appor- 
tionment but there will be many States that will have more than 
committed their 1957 apportionments. 

Senator Gore. There again, Mr. Volpe, you are talking of overall 
dollar commitment and unless it is related to progress in each State 
it may give an erroneous impression. While one State may be fully 
committed with respect to 1957 funds and 50 percent committed with 
respect to 1958 funds we may have others who have committed only 
50 percent of 1957 funds; so you would have one State with 59 percent 
of 1957 and 1958 taken together, and another with—well, my per- 
centage breaks down—with 25 percent of the 2 years taken together, 
and another State with 75 percent of the 2 years taken together. 

What I am trying to get at is when can we expect to reach a goal 
of uniformity of progress in actual construction of highways? 

Mr. Roruscuixp. May I comment on that ? 

Senator Gore. Yes. 

Mr. Roruscuitp. Never in the history of any of these road pro- 
grams has there been such a uniformity and it would be unreason- 
able to expect that such a thing could occur now. 

Senator Gorr. Secretary Rothschild, never before have we had a 
uniform determined effort to construct one National System of Inter- 
state Highways with the Federal Government bearing 90 percent of 
the cost. What you say with respect to the past is true but this is a 
departure from the past, both upon your recommendation and the 
action of this committee. 

Mr. Roruscutip. And the Bureau and the Department are trying 
valiantly to bring this thing to just the posture that you would like 
to see it. 

Senator Gore. I appreciate the efforts and I was trying to elicit 
information from the Administrator, and if he can’t supply it then 
T will attempt to elicit it from you. When can we expect to reach 
this goal of uniform progress in the construction of this Interstate 
System ? 

Mr. Roruscnitp. As soon as we have 48 States all educated up to 
the necessity for getting it done rapidly, sir. 

Mr. Votre. I can give you perhaps a little better comment on that, 
if I may. Not a better comment [laughter]. Lou is being careful, 
I not bemg educated too much in legislative ways. 

Senator Gore. I believe you said you were from the field of private 
industry. 

Mr. Votre. I will stick my neck out a little more. We must re- 
member that in many of these States that have not made the progress 
which perhaps we would like to see, that the apportionment of these 
funds was made on a formula basis during these first 3 years. Ac- 
tually in some States that is considerably in excess of what they will 
be getting over the average for the 13-year period so that it means in 
these first 3 years they will actually be getting substantially more 
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funds than what they will be getting in the last 10 years of the 
program. 

Naturally it would not be expected that that State would try to 
gear its operations with larger staffs and all that would be required 
to meet that 3-year peak per riod which is far in excess in many. cases 
of what their obligations and expenditures will be in the last 10 years 
of the program. 

But notwithstanding that, sir, I will stick my neck out and s 
I would expect and hope that by the end of this calendar year prac: 
tically every State will be up to a current rate of progress with re- 
gard to their apportionments. 

Senator Gore. What do you mean, a current rate of progress? 

Mr. Vourr. By that I mean, sir, that by the end of this year prac- 
tically all of the States, and I would say practically all but perhaps 
just that many on my hand, will have used up their 1957 apportion- 
ment, and 6 months or one-half of their 1958 apportionment, one- 
half of the 1958 time having elapsed. 

Senator Gore. All right. Now will you give me an answer to the 
question: When can we expect uniformity of progress in actual con- 
struction / 

Mr. Vourr. If each of the 48 State highway departments, Mr. Chair- 
man, were uniformly efficient and had the same laws to work with, 
had the same type of administration, the same people handling their 
programs, I suppose we could say that it could be achieved also within 

. l-year to 18-month period. As is true in all organizations and all 
tye of organizations, I don’t think that we could, in private indus- 
try for instance, compare 20 or 48, let us call it, construction organiza- 
tions, contractors, and try to get them uniformly to undertake a 
construction job and ‘omplete it all in the same given period and apply 
the same techniques during the period of th: at construction. 

So I don’t think that we can, with any degree of real accuracy, say 
that they will all be uniform, insofar as construction is concerned, 
within a given period. I would only estimate for you, sir, that give 
me 6 more months after that, by June of 1958, I believe that, by ‘and 
large, they will be on pretty uniform basis on the construction 
progress. 

Senator Gore. But you will not be here that long. 

Mr. Votrr. You are exactly right, sir. | Laughter. } 

Senator Gore. That again illustrates a matter about which I have 
expressed concern. Had you been on the job earlier after enactment of 
the law, and were the people to be favored with your continued em- 
ployment, I think we would have had more progress and perhaps 
there would be brighter promise of progress in the future. 

I realize that last year was an election year and other things were 
on the minds of many people, including the chairman of this com- 
mittee, but there has been a disturbing slowness in getting this pro- 
gram underway. I don’t wish to appear partisan in attempting to 
assess any blame for it. Maybe it was partly the fault of the Congress 
in not enacting the legislation earlier. Let’s not cry over spilled milk. 
But it is disturbing to find this lack of uniformity in commitment of 
funds with the consequent lack of uniformity in actual construction 
of highways on this National Interstate System which, it is the hope 
of this committee, will be completed simultaneously in the whole 
Nation within the 13-year period. 
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Mr. Voure. May I just make one concluding statement if that is 
your desire, Mr. Chairman, with regard to this idea of progress ¢ 

Senator Gore. Yes, indeed. 

Mr. Votre. I submit to you, Mr. Chairman, that the progress which 
has been made on the Interstate System alone is outstanding and cer- 

tainly the record of progress on the ABC systems is as good, if not 

better. The Interstate System is, by and large, a new program, for 

prior to the passage of this act only $400 million had been appropri- 

ated for the Interstate System by the Congress. I don’t mean for 

1 year, but $400 million in total had been authorized prior to the pas- 
sage of this act, and that was done over a 4-year period, sir. 

‘When you recognize that fact and you recognize the fact that within 
6 months from pr: ractically a standing start over $700 million of Fed- 
eral money, I am not talking now of total money, over $700 million 
in Federal money was obligated i in that 6-month period, which means 
that we were operating at an annual rate of $1,400 million, and when 
you recognize that the Congress did not set up a budget for progress 
on total moneys until 19% 59 for $2 billion, I say, and I submit, Mr. 
Chairman, that within 6 months we have come within 33 percent of 
matching the progress that was anticipated for 1959. I believe, sir, 
that is an outstanding record. 

Senator Gorr. Thank you. I hope it will become more outstanding 
in the future. 

Mr. Votre. I certainly hope so, too, sir. 

Senator Gore. Maybe there are degrees of “outstanding.” 

Mr. Voter. Would you like me to continue and complete our state- 
ment { 

Senator Gore. If you please. 

Mr. Votre. I will with your permission, Mr. Chairman, pass over 
some of the items in my statement which we have already touched on 
both during the presence of the Secretary on Monday and during my 
testimony yesterday, if that meets with your approval. 

Senator Gorge. Yes. 

Mr. Vouirr. We were talking when I concluded my statement yes- 
terday, sir, about streamlining the administration of the program. 
We had told you about some of the delegations of authority that had 
been made. 

Let me say to you that in line with the delegations of authority that 
were made to the field that we also have provided for a functional 
realinement of both the district and regional offices to avoid duplica- 
tion of functions or additional routine reviews. 

weester Gore. Mr. Administrator, let me express a word of caution 
again. I don’t want to speak as an octogenarian or one approaching 
that but I have been here a while and I have seen evidence that so- 
called decentralization sometimes results in more duplication of effort 
and paperwork rather than less. I hope that the Bureau of Roads will 
bear that in mind. 

Mr. Votre. We certainly will. 

Senator Gore. It is not always an unmixed blessing to create dis- 
trict offices instead of having a central direction of the program. 

Mr. Votre. The only difference here, Mr. Chairman, is that these 
district. offices already existed. This is not a duplication of effort by 
creating additional organizations in the field. These organizations 
already existed in the field. 
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What we are doing after we had satisfied ourselves that these or- 
ganizations in the field were competent to do the job is to delegate to 
them certain authorities as a final authority rather than to have fur- 
ther submissions to a regional office or to the Washington office. The 
State of course always has the right of appeal and if they are dissatis- 
fied with the decision of the district engineers in their States who 
work very closely with them, they can appeal to the regional engineer 
or on to Washington, but by and large we have found that 90 to 95 
percent or more of the recommendations that have come from our dis- 
trict engineers had been approved at either the regional or Washing- 
ton levels so we have had in my humble opinion some duplication of 
effort in that the local folks many times were even more conversant 
with the request for approval than would be perhaps someone here 
in the Washington scene. 

Together with establishment of the position of Federal Highway 
Administrator, the Congress provided the Bureau with additional 
superg grade positions. Working with the Department and the Civil 
Service Commission, a reorganization of the Bureau headquarters 
structure has now been completed, which will provide better opera- 
tional efficiency to cope with the enlarged program. 

As I indicated on Monday in response to a question, as of the 1st S 
December we had 1,761 people employed on our Federal-aid work 
compared with 1, 743 on December 31 of 1946, so that you can see that 
this could only have been possible through some of the delegation of 
authority and many of the other factors which I will touch on in a 
moment in connection with other problems. 

Another important assist is the so-called 1954 secondary road plan 
which permits us to accept the State highway department’s certifi- 
cation in lieu of the large volume of detailed documents previously 
received for secondary projects. At the present time 39 States are 
utilizing this plan. Although the Federal-aid funds authorized for 
the secondary program are 25 percent of the total, the number of proj- 
ects is relatively greater and in the past has accounted for about half 
of the total document workload of the Bureau. 

By these rearrangements we have been able to approximately dou- 
ble the 1954 dollar workload volume with almost no increase in per- 
sonnel. 

While we are able in the Bureau thus to expand our workload over 
a wide range, the State highway departments are more restricted in 
their flexibility of handling additional dollar workload. Should 
they utilize the past experience rates to determine their need of engi- 
neers and engineering technicians, it is calculated that they would 
have to approximately double their present employment. Censuses 
of engineering man power however indicate that no such increase is 
possible now or in the reasonably near future, even though there 
were to be large increase in the number of engineering graduates in 
future years. The only answer to this problem therefore is to de- 
velop new methods of handling the engineering required in order 
that the workload per engineering employee may be increased in 
proportion to the new program. 

Very gratifying progress has been and is being made in develop- 
ing new procedures and processes involving engineering functions. 
The Bureau is undertaking the leadership in the development and 
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advancement of these ideas to promote standardized and simplified 
methods in cooperation with the Highway Research Board, the high- 
way departments, industry, universities, and others to conserve scarce 
engineering manpower. 

Now I believe it would be of interest to just touch on these major 
studies. One or two of them have already been referred to and I 
won’t dwell on them at any length. 

On cost of completing the Interstate System, section 108 (d), work 
is going forward in all States in preparing the cost estimates, in ac- 
cord with a manual of procedures developed by the Bureau w ‘ith the 
aid of the States. This manual was distributed to all States on 
October 15, 1956, following field testing in three States. A guide 
for estimating 1975 traffic by route sections has been developed and 
distributed to all States. Personnel of the Washington staif have 
visited all field divisions to review the progress in preparing traffic 
estimates to insure consistency among the States. Similar review of 
the work in estimating costs to insure realistic and consistent esti- 
mates will be carried out as the work progresses. The schedule calls 
for completion of the fieldwork by July 1 to allow adequate time for 
review and preparation of the report by January 12, 1958, as re- 
quired by the act. We anticipate that this schedule will be met. 

You heard the road test in Illinois referred to yesterday. Unless 
there is some question, I will pass over that partic ular phase. 

The reimbursement for certain highways, which was called for 
under section 114: the highways or sections to be included in this study 
will be determined simultaneously with the section 108 (d) reesti- 
mate study described first above. This information will be available 
before July 1, 1957, in sufficient time for us to prepare the necessary 
report to Congress as called for in the act. 

Safety study (sec. 117): This is an important study in a contro- 
versial area in which opinions are strongly held and seldom factually 
supported. It is proposed to examine objectively and exhaustively 
the real effect of safety efforts of all sorts and to conduct a pilot study 
of the real causes of accidents by a team of technical specialists. A 
formal proposal of this pilot study is now being considered. Discus- 
sions have been held with the Public Health Service, the Automotive 
Safety Foundation, the National Safety Council, universities, the 
Special Subcommittee on Traflic Safety of the House Committee on 
Interstate and Foreign Commerce, and other groups to enlist support 
and to obtain guidance. The Research Committee of the President’s 
Committee for Traffic Safety will serve as an advisory group. This 
committee met with Bureau staff personnel on December 14 and 
endorsed the general approach the Bureau is following. To determine 
the place of the Federal Government in eye. it is first necessary 
to establish the efforts that should be made, then the extent. to which 
present efforts fall short, and finally the ae the Federal Govern- 
ment might properly assume in closing the gap. Accident cost studies 
already underway in several States and cooperative studies of the 
departments of public works and public health recently completed 
in New York will be important contributions to this work. 

Study of the costs and benefits of highways to highway users and 
others (sec. 210), studies, so called: This study involves the collection 
of a large mass of data from the States and other sources, and this is 





re 
sa 


M 
su 


la 


is 
th 





ified 


igh- 
arce 


ajor 
id I 


ork 
ac- 
the 
on 
lide 
and 
ave 
iffie 
r of 
as, 
alls 
for 
re- 


less 


for 
dy 


ble 
ry 


vO- 


lly 


dy 
A 


ve 
he 
on 
rt 
t’s 
LIS 
id 
ne 
ry 
ch 
n- 
es 
he 


id 
mn 


1s 


NATIONAL HIGHWAY PROGRAM 95 


well underway. This study is related to the Illinois test road study 

reviously described, and the data now being collected will be coordi- 
nated with the results of the test road study when available. The 
nature of the study precludes the making of a ‘comprehensive progress 
report at this time. We are glad to ste te that the work is proceeding 
satisfactorily and we anticip: ate that the schedule called for in the act 
will be met. 

Senator Gorn. I would not want to prejudge your report on this. 
Maybe it would be better to wait until after this study is made to 
suggest possible action. I think the time may come w hen some regu- 
lation on horse spower and speed of automobiles will be necessary. 

Most of the experts whose conclusions I have read say that ‘speed 
is the principal cause of the accidents. You are not a specialist in 
that field, and I am not either, so we will go ahead. 

Mr. Votre. We know it is and it will be a part of the study that is 
being made. 

Senator Gors. Fine. 

Mr. Votre. We discussed the route locations on the Interstate Sys- 
tem at quite some length on Monday when the Secretary testified, and 
with your permission I will pass on to right-of-way, which we also 
discussed that day, but perhaps a comment or two might be in order. 

Requests by the States to the Secretary of Commerce to acquire 
right-of-way on the Interstate System, to a large extent, will be deter- 
mined by inadequacy of Sti te laws. Progress is being made, how- 
ever, in remedial legislation being introduced at State levels. The 
Bureau of Public Roads has made sur veys of the right-of-way organ- 
izations, policies, procedures, and laws of the various State tighway 
departments which indicate that all but 13 States can acquire right- 
of-way without delay. To date, only one request has been received 
for Federal acquisition of right-of-way on the Interstate System. 

The Bureau has recently issued a policy y and procedure memoran- 
dum relating to Federal participation in right-of-way and property 
damage costs for which reimbursement is requestec d by the State under 
Federal-aid procedure. 

May I say, Mr. Chairman, I think this is one of the most important 
functions of the Bureau and Department in carrying out this program 
so that - Federal Government will get 100 cents for every dollar in 

right-of-way acquisition. It is one of the areas w here, of course, you 
do not take bids as you do on the construction phase of the operation 
which certainly provides a measure of the dollar you are spending; 
but in right-of-way, of course, it is a little different and we have asked 
our people through this policy and proc ‘edure memorandum to very 
carefully review the proe edures in the various States to make certain 
that adequate protection is given to the Government in connection 
with the expenditure of funds in this area. 

Senator Carrot. Mr. Chairman, I wonder if I might interrupt at 
this time to ask a question? In the preceding section of your report, 

“establishment of route locations and specific locations” there is a 
statement here that excellent progress has been made in establishing 
the general route locations of the 40,000 miles originally authorized. 

You will have to handle me gently, I am new in 1 this field. 

Mr. Voter. So am I. 

Senator Carrot. I was under the impression 41,000 miles had been 
passed by the Congress. 
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Mr. Votre. I indicated the 40,000 miles originally—1,000 miles were 
added to the system. The progress that has been made is in estab- 
lishing feat route locations of the originally designated 40,000 
miles. One thousand miles were added last year but have not been 
designated, sir. 

Senator Carrotu. Well, we will discuss that later. 

Mr. Votre. Fine, sir. 

Senator Gore. As I recall, the State of Colorado had some slight 
interest in that last year. 

Senator Carrouu. I would say it had a passing interest, which we 
will discuss later. 

Mr. Votre. The control of access, Mr. Chairman, we have touched 
on in 3 or 4 different occasions during the testimony, unless you have 
something further I will pass. 

Senator Gore. I believe not. The same is true of bypasses and 
ublic hearings. Do you concur in the sentiment expressed yesterday 
y the president of the American Association of State Highway Off- 

cials with respect to public hearings on the bypasses ? 

Mr. Votre. I wholeheartedly endorse the position and, as you re- 
quested, we made a tabulation and I am happy to report to you that 
on the Interstate System, 127 hearings throughout the States have 
already been held, and 657 other hearings have been held on the ABC 
systems. 

We have had practically no complaints in this regard, and we be- 
lieve that it is extremely desirable. We have done it in Massachusetts 
without Federal law, as a result not only of our State law but our 
belief that a =. well educated is a public which will support a 
program which they understand. 

Senator Gore. Would you say that these 127 hearings have in any 
way interfered with the progress of the program ? 

Mr. Votre. Generally, I would not say that they have interfered 
at all. Of course, it might take a little time to set up a hearing, 
preparation for it perhaps is a little more adequate than you might 
otherwise do, but I don’t think that the matter of a week or two cer- 
tainly could be called any delay as such. 

Now, the availability of contractors and their work capacities 

Senator Gore. Do you concur in the statement presented to us this 
morning ? 

Mr. Votre. Generally, I do. I might indicate to you, during the 
first three quarters of 1956, a total of 12,610 bids were received on 
2,255 Federal-aid projects, or an average of 5.6 bids per project. 

For the same period I might say the low bids averaged some 3.9 
percent under the engineers’ estimates. That rather confirms the fact 
rte Mr. Heldenfels mentioned that the boys have their pencils pretty 
sharp. 

ocak Gore. I am a bit disturbed by that average number of bid- 
ders per project. With an average of only five and one-half bidders 
per project, that would indicate that in some instances there may be 
only two or three. 

Mr. Votre. That is right, Mr. Chairman; but there are instances 
where the highest was 23. We have had jobs in Massachusetts—it 
depends on the locale in your particular State—if you get out into 
the remote areas of a State, you might only get two or three or four 
bids. On the other hand, you get into some of the larger areas and 
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you get 10, 15, or 20 bids. It also depends on the volume of work 
which has been placed on the market in that particular area. 

If many of the contractors are extremely busy, you don’t get quite 
as many bids. 

Senator Gorr. Has the Bureau of Roads been vigorous in its inter- 
pretation and administration of the provision of law which attempts 
to safeguard against collaboration and conspiracy among bidders with 
the resultant loss of mileage per dollar ? 

Mr. Votrr. The States are the ones that do that, sir, but the proof 
of the pudding they say isin the eating. The fact is—I have had this 
item checked by our legal division—after making a careful check we 
are not aware of a single case involving alleged violation of these pro- 
visions since the act you referred to earlier was adopted. 

Senator Gorr. Have you undertaken to determine if such instances 
existed or have you only relied upon the lack of report of such? 

Mr. Votre. No; I believe that the Bureau field offices are very 
cognizant of that requirement and the State highway departments 
themselves, I can assure you, are ever alert to that possibility and I 
suppose as a contractor, I might be pardoned if with some pride I say 
I believe by and large the contracting industry has policed itself in 
that area and done an admirable job. 

Senator Gore. Well, there has been some room for policing. 

Mr. Vorrr. In a limited number of cases, Mr. Chairman. > 

Senator Gore. Cases or States ¢ 

Mr. Votre. Limited number of cases, I would say again, I think. 

Senator Gorr. Well, the committee may keep a wary eye out for 
further development along this line. 

Mr. Voirr. You will be assured we certainly will have our eyes on 
that very feature. 

Senator Gore. You mean as a contractor or as an official? [Laugh- 
ter. | 

Mr. Vorrr. Today I am wearing the hat of an official, Mr. Chairman. 
I might say to you in this regard, talking about the construction, to 
indicate to you the leadership which the Bureau is also taking in this 
field, that the Bureau has just released, as a matter of fact had its 
premiere I believe yesterday, a motion picture film called Lost Pro- 
duction in Highway Construction, which I believe is a fine film and 
example of the type of leadership which the Bureau is taking to pro- 
mote efficiency in construction operations as well as all of the other 
operations that go to make up the total program. 

Senator Gore. I might say in cemabaaiel the exchange on that par- 
ticular point, that. before 1954, conspiracy in bidding on Federal-aid 
projects amounted to only the violation of a State law. Such action 
would now be a violation of Federal law. 

Mr. Vourg. Yes, sir. 

Senator Gore. You may proceed. 

Mr. Votrer. I will not comment on the balance of the construction 
contractors’ field because that has been well covered, I believe. If I 
may, I will pass right on to the availability of equipment. 

The Bureau of Public Roads has met with the highway equipment 
producers serveral times during the past year and we believe that 
the aqepnei manufacturers have a complete understanding of the 
probable demand that will be created by the increase in highway con- 
struction and are taking all necessary steps to meet that demand. 
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The tight supply situation in the earth-moving-equipment field 
should be eliminated in the very near future. C urrent information 
indicates that the shovel manufacters will produce almost 50 per- 
cent more units this year than last. In addition, the highway equip- 
ment manufacturers, particularly those in the earth-moving equip- 
ment field are expanding their production facilities. Cur rently, plant 
expansion programs of about $275 million are underway and should 
come into production during the next 2 years. More important, 
about $200 million of the plant expansion is in the earth-moving 
equipment field. 

Availability of materials: Of the materials essential to the prog- 
ress of the highway program, cement and steel are in tightest supply. 

The cement supply is tight, but not critical. Supply and demand 
have been in almost equal ‘balance during the past 2 years. Ina few 
areas actual tight supply situations have , devel oped, but it is expected 
that the additional productive capacity now becoming available will 
not only be adequate to offset these tight supply situations but will 
at the same time provide the additional requirements of the highway 
and general construction programs. 

Based on data available to date, the cement production in 1956 
amounted to about 318 million barrels, with a fourth quarter, 1956, 
capacity of 357 million barrels. By the first quarter of 1957 the pro- 
ductive capacity of the industry should be built up to 370 million 
barrels per year and increase somewhat during the remainder of the 
year. It appears, therefore, the annual productive capacity in 1957 
will be well above the probable 1957 demand of 322 million barrels. 

It is, of course, possible that there will still be a tight supply situ- 
ation in some specific areas. It is expected, however, that the ad- 
vance coordination of supply and demand that is being accomplished 
between the State highway organizations and the cement producers 
will take care of these isolated situations by allowing the producers 
to arrange for the import of cement into these areas from areas in 
which the supply is not short. The Bureau of Public Roads has been 
encouraging the States to undertake this sort of advance construction 
planning and many are already doing so. 

Both structural steel shapes and steel plates are at the present time 
very difficult to obtain. In certain areas, deliveries of as much as 20 
months are being quoted on heavy structural fabrication, and the 

nationwide fabrication backlog as of October 31, 1956, amounted to 
3.2 million tons, which is almost exactly equal to the presently indi- 
cated total 1956 shipments of fabricated steel. Considerable relief 
from this critical situation is indicated by the present development 
of additional steel-producing capacity and by plans to substitute other 
materials that are in more ample supply. 

The Bureau is giving every assistance to the States in establishing 
standard designs for “prestressed concrete structures and precast 
reinforced and prestressed concrete structual members. Several stand- 
ard designs have been developed and made available to the States 
for their use. Standardization of such items between States will make 
it economically possible for private industry to install the equipment 
necessary to cast these items at competitive prices. 

In conclusion, after a careful review of the several subjects which 
I have discussed with you this morning, and I said one time this 
morning—after three mornings—I am firmly convinced that the high- 
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way program is progressing at a most encouraging rate and we have 
every reason to believe that our progress will be further accelerated in 
the months ahead. 

In view of this and in view of the fact that only 6 months have 
elapsed since the 1956 act became law, I feel that it is too early to make 
any proposals for amendment or revision at this time. 

Mr. Chairman, I certainly appreciate the courtesy which has been 
extended to me. It has been a real pleasure and fine experience for me 
to testify before you. 

Senator Gore. I would like to have a letter from Mr. J. Ashton 
Gray, president of the Prestressed Concrete Institute, incorporated in 
the record at this point. 

(The letter referred to is as follows:) 

PRESTRESSED CONCRETE INSTITUTE, 
Leesburg, Fla., January 7, 1957. 
Hon. ALBERT GORE, 
Chairman, subcommittee of the Public Works Committee, 
Senate of the United States, Washington, D. C. 

DEAR SENATOR GorE: The Prestressed Concrete Institute is a nonprofit associa- 
tion organized to advance the design and construction of prestressed concrete. 
It is a national organization, counting among its members the leading designers, 
engineers, and producers of prestressed concrete in all parts of the United States. 

The Prestressed Concrete Institute wishes to respectfully submit to your com- 
mittee certain information concerning the many advantages of the use of pre- 
stressed concrete bridge members in connection with the national highway 
building program. 

It is understood that there is much concern about the slowness in getting the 
highway program underway and that one of the chief worries is the continuing 
shortage of structural steel. A great number of the highway authorities are 
using prestressed concrete bridge members in lieu of structural steel resulting 
in better structures at lower cost to the taxpayer. The potential capacity of the 
prestressed industry could absorb many times the present production volume and 
could do so without delay and at considerably reduced costs. Among many 
projects that might be used to illustrate the above statements the following three 
are cited: 

(a) Lake Pontchartrain Bridge, La. 

(b) The Garden State Parkway, N. J. 

(c) Sunshine State Parkway, Fla. 

Should this committee desire more detailed information concerning the availa- 
bility, economy, or the superiority of prestressed concrete for highway bridge 
construction, the Prestressed Concrete Institute will be more than anxious to fully 
cooperate with the least possible delay. 

Respectfully yours, 
PRESTRESSED CONCRETE INSTITUTE, 
J. ASHTON Gray, President. 

Senator Gore. Thank you, Mr. Volpe. The committee has been 
pleased to have you. We are sorry you will not be with us longer. 

You did not mention, in your treatise on steel supply, the matter 
of price or cost. 

Mr. Vourr. The cost of structural steel—that is, that phase of 
structural steel, steel which is used in a highway operation—has, of 
course, advanced in cost. It has, I would say frankly, advanced more 
percentagewise in cost than some of our other products, as well as 
the general run of the price index for all other articles consumed by 
the American public. I believe, if I remember correctly, that the 
cost of steel has advanced—that is, particularly the type of steel used 
in our highway field—by approximately 10 percent. 

Senator Carrotu. Over what period ? 

Mr. Votrr. About a year and a half, Senator. 
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Senator Gore. So there is a steady inflation in the price of steel. 

Mr. Vourr. There seems to be, sir, with the increased costs of labor 
and the strike, of course, which we had this year, I cannot comment 
on the justification for the price increase, only that I presume they 
have had additional costs. 

Senator Gore. With this program just crawling, barely getting 
underway, steel already is in critically short supply. With inade- 
quate plans for expansion to meet the coming demand with the already 
inflated and steadily rising price of steel, what is the conclusion? 
What must this Congress do? What can it do? 

Mr. Vourr. Mr. Chairman, I would imagine that is a $64,000 ques- 
tion. 

Senator Scorr. Wouldn’t you move it up just a little bit. 
[ Laughter. ] 

Mr. Votre. I can only say to you—— 

Senator Gorr. Would you like to say something, Mr. Secretary ? 

Mr. Roruscuiip. I was just saying what Mr. Volpe said in his 
statement that the contract awards have been made at a price at 3.9 
percent less than the engineering estimates, so there appear to be 
some balances somewhere in the program that come out to the point 
where it is not costing any more than had been anticipated so far. 

Senator Gore. But again, Mr. Secretary, you are speaking of the 
past. My question is related to the future. 

Mr. Votre. I would say, Mr. Chairman, further, that the price of 
steel of course is something which all of us would like to see main- 
tained at as steady a level as possible, but we must remember that 
steel, although it is costly, generally is a minor factor in the total 
highway dollar. In other words, your steel is used primarily for 
your structures. 

In some cases, of course, reinforcing steel is also used other than 
structures, but basically, it is utilized in the structures and I would 
say probably that in the overall picture, it forms a rather small part 
of the total cost to this program. Possibly, only about 5 percent, 
I am told, Mr. Chairman, of the total highway dollar would be uti- 
lized for steel. So that even were you to get further increases in the 
steel picture, it would not materially affect the highway mile that 
we could buy with our highway dollar. 

Senator Gore. But it is the bottleneck that could retard the prog- 
ress of the whole program. 

Mr. Votrr. The progress, Mr. Chairman, is what I would be con- 
cerned with more at this moment than the cost factor and I am de- 
lighted with the leadership which the Bureau had already under- 
caheen and that which we are proceeding to take additionally to pro- 
vide for a minimum delay insofar as this factor is concerned by these 
additional methods which I have indicated, by the prestresed con- 
crete beams. In Massachusetts, I might say that we undertook to 
utilize prestressed concrete beams on our bridges that were flooded 
out a year and a half ago, and were able to get our bridges back 
in to operation much more rapidly as a result of that action, even 
though the steel industry did proceed to make some steel available 
to us on an emergency basis. 

Senator Gore. But, even though it amounts to 5 percent of the 
cost, a highway without a bridge over a stream which bisects the 
highway is not a completed highway. 
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Mr. Vourr. I might point out one of the other things we are 
doing, Mr. Chairman, as to suggestion to the States, and many of 
them are already doing it, that they purchase their steel for their 
structures in advance of the completion of the plans so that rather 
than wait until their entire project plans have been completed, the 
right-of-way procured, and so forth, that as rapidly as they can, they 
complete their steel plans so that they can purchase the steel, in many 
cases direct of course from the steel companies, and thereby have 
that material on order. Even if the delivery should be 18 months, 
the construction operation itself on the project probably wouldn’t 
start for 6 months or 10 months after that during the period in 
which the plans are being completed and right-of-way acquired, so 
that by the time the contractor gets to the point he needs the steel 
it will be available. That is one of the things we are doing which will 
help. 

Senator Gorn. Is there any other action the Bureau of Roads can 
take it give assistance to the States in actually obtaining the steel 
necessary for this program ¢ 

Mr. Vourr. Only to call to the attention of the steel companies, 
as we have done, and perhaps to reinforce that position, the demand 
that we will have and to solicit their agreeing to run more of these 
shapes that we require in our highway field so that they will be avail- 
able as needed. 

Senator Gore. Is there a black market on such products now? 

Mr. Vourr. Not that I know of, sir. Now, let me just indicate, 
of course, you can buy steel on the basis of mill shipment. Miull ship- 
ment, of course, takes considerably longer to get than when you buy 
steel out of warehouse sources. When you buy it out of warehouse 
sources, of course, your cost is considerably greater and many times 
if you want the steel in more of a hurry than the steel is obtainable 
from the mill sources, then you will pay, of course, warehouse prices. 

I would not call that a black market. I would call that a condition 
prevalent in the trade. 

Senator Gore. You would call that profiteering ? 

Mr. Votrr. No, sir, I would not, because generally speaking, the 
steel has to be shipped into a warehouse to be fabricated unless, of 
course, in some cases, some of the larger steel firms fabricate at their 
mills or adjacent to their mills, and ship it directly to the job. 

But, by and large, I am not sure of percentages, I don’t know my 
figures on this, I do know that certainly a very substantial part of the 
steel furnished to the industry comes to fabricating plants generally in 
the location where the steel 1s going to be furnished and there fabri- 
cated and from there forwarded to the project. The difference is that 
if you have to buy the steel or if you tell a steel vendor who fabricates 
the steel that you want the steel within 60 days, then he can’t wait for 
a shipment to come from the mill with which to service that job and 
he might indicate to you that he has a limited amount of steel in his 
shop or he might try to get some from other sources and in that way, 
prepare for you the fabricated steel. 

But if you want to wait for the mill shipment, why he is perfectly 
happy to do that and you will get the benefit of the price directly from 
the mill. 

Senator Gore. But a contractor bidding on a contract with a com- 
pletion date may not be able to make his own commitment on the con- 
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tract and at the same time depend upon shipments from the steel mill. 
He may have to make private arrangements, I believe you call them, 
from some supplier who has hoarded a supply of steel in advance and 
in anticipation of this program. 

Mr. Votre. He has to make that commitment, Mr. Chairman, at the 
time he bids the project. In other words, he receives bids from the 
steel firms, based not only on price, but also on delivery. Now, if he is 
bidding on a project in which the State highway department says, 
“You must complete this job within 2 years,” > and if the steel is re- 
quired on the job within | 12 months, if he is to finish the job within 2 
years, and he gets 2 or 3 bids from steel firms, 1 telling him he ean 
deliver the steel] in 22 jacabhs at a given price, then he knows he can’t 
use that bid if he is going to keep the commitment with the State 
highway department. 

Senator Gore. That is true. 

Mr. Vorrr. Therefore, he accepts a bid from a steel firm who tells 
him they can get it in 12 months which perhaps might be higher than 
the bid that said he could get it in 22 months. 

Senator Gore. Did you say “perhaps” ? 

Mr. Votre. I think the price generally would be higher; yes, sir. 

Senator Gorr. Well, the committee expects to hear from the steel 
industry on this whole problem of shortage of steel and prices of steel 
and will afford you, representing the Bureau of Roads, an oppor- 
tunity to testify on this subjec E 

I have three concluding questions, and then I want to leave the re- 
mainder of time to my colleagues on the committee. Can you tell us 
how much construction on the Interstate System has actually started ? 

Mr. Votrr. The actual field of operation of actual construction as 
you and I know it, amounts to just under $300 million. 

Senator Gore. When you say, “field operation,” you understand it 
but I am not sure I do. 

Mr. Votrr. We mean actual start of construction operations by the 
contractor in the field; yes, sir. 

Senator Gore. All right—$300 million ? 

Mr. Votre. Yes, sir. 

Senator Gore. That is a very small percentage of the total, of 
course ¢ 

Mr. Votre. Not too small a percentage of $1 billion—of the 1957 
apportionment. 

Senator Gore. How much money will actually be expended in fiscal 
year 1957 ? 

Mr. Vorrr. Actually expended, you mean how much money will 
actually be earned by the contractors in actual work completed ? 

Senator Gore. That is right. 

Mr. Votre. During fiscal 1957 ? 

Senator Gore. And 1958. 

Mr. Votre. During fiscal 1957 and 1958 ? 

Senator Gore. Taken separately ? 

Mr. Votre. Taken separately—I am not sure I can take them indi- 
vidually, Mr. Chairman. That would have to be a project that we 
would have to try to establish for you. I don’t have that information 
at my fingertips and neither does Mr. Turner. 

Senator Gorr. Can you supply it? 

Mr. Votre. We certainly will be happy to. 
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Senator Gore. How much money is in the trust fund ? 

Mr. Votre. How much money is in the trust fund ? 

Senator Gore. Yes. 

Mr. Votre. Of course, that is a fund within the jurisdiction appar- 
ently of the Treasury Department. If my figures are correct or my 
memory correct, I believe that the total was $643 million—what is your 
question, how much is in there now or how much has come into it since 
July 1? 

Senator Gorr. How much is in it now? 

Mr. Votre. How much in it now that hasn’t been utilized ? 

Senator Gort. How much hascomein? You have not utilized very 
much of it. 

Mr. Votrr. Oh, yes, sir; we have. The figure, I believe, is $680 
million. 

Senator Gorr. Give us what you have there. 

Mr. Vopr. $682 million in Treasury receipts since July 1 to Decem- 
ber 21, in other words. 

Senator Gore. How does that compare with anticipated estimates or 
the estimates upon which we and the administration relied ? 

Mr. Votrr. Very close, just slightly under the estimated receipts. 

Senator Gore. How much under ? 

Mr. Votrr. About 6 or 7 percent. 

Senator Gore. All right. 

Senator Scott ? 

Senator Scorr. No questions. 

Senator Gore. Senator Carroll ? 

Senator Carroti. One question. If steel is 5 percent of the dollar, 
how much is cement ? 

Mr. Votre. Of the highway dollar? 

Senator Carrotu. Yes, sir. 

Mr. Vourr. It would be better, Senator Carroll, if I gave you some 
accurate information which we hi ve and can get for you. If you 
want me to give you just a guess which is only ¢ a guess, I would say 
probably about slightly in excess of the steel percent: ge. 

Senator Carroty. And has there been a cost increase in cement since 
the institution of this program ? 

Mr. Vourr. It has changed practically not at all. 

Senator Carroit. One further question, you say that there has been 
considerable relief, referring now to steel, on this critical situation by 
the present development of additional steel- producing capacity. Can 
you just, in a few words, briefly tell us, are there plans afoot to increase 
the steel capacity ? 

Mr. Votre. The steel industry definitely has plans and is increas- 
ing their capacity year by year. They have an actual, if I remember 
correctly, a 5- or 6-year program of capacity expansion. 

Senator Carrotu. I meant by virtue of this large program itself. 

Mr. Votre. I do not know that. I know that. they are cognizant 
of this program and are taking into consideration in their expansion 
the needs of this program. 

If you want my humble opinion, I do not think fast enough, but 
they are expanding as rapidly as, in their opinion, they believe they 
can afford to expand when they consider all of the factors involved in 
steel expansion. 
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Senator CarroLt. About how many companies have control of struc- 
tural steel shapes and steel plates that are necessary to this program? 
How competitive is this field ? 

Mr. Vourr. There are three major producers of the steel that we 
require, and I believe there are others, of course. 

Senator Carrotu. Do they have substantially the same prices for 
these steel shapes and steel plates? 

Mr. Votre. They compete with each other. We take bids from 
the steel firms directly on steel through the State highway depart- 
ments and their bids are up and down the ladder. They might run 
sometimes, I remember one of our recent projects in Massachusetts 
ran from, I think a low of $2,200,000 on one project up to over $3 mil- 
lion. This was for steel only. 

Senator Carro.u. Is the competition area geographical competition 
or a producing competition or a price competition ! 

Mr. Votre. I can only judge that it is a price competition, sir, if I 
understand your question correctly. 

Senator Carrotu. You think there is a price differential on these? 

Mr. Votre. I think it is a competition based on the same principles 
that American competition is based on generally, and that is the desire 
of a particular firm to get a particular contract at a particular sum of 
money. 

Senator Carroity. One further question, here. You say, “To make 
it economically possible for private industry to install the equipment 
necessary to cast these items at competitive prices,” are you taking 
into the area the roads that are built in the States ? 

Mr. Voure. Yes, sir. 

Senator Carrouu. That is all I have. 

Senator Gorr. Thank you, Mr. Volpe and Secretary Rothschild. 
The committee will request and invite your further testimony after 
we have heard additional evidence. 

Mr. Votre. It has been a pleasure to be here. 

Senator Gorge. I wish you a pleasant trip this afternoon. 

Congressman Springer, did you wish to talk ? 

Mr. Sprrnaer. Yes; I did, Senator. I think I can be completed 
by noon. 

Senator Gore. The committee is very pleased and honored to have 
you appear. 


STATEMENT OF HON. WILLIAM L. SPRINGER, A REPRESENTATIVE 
IN THE UNITED STATES CONGRESS FROM THE 22D DISTRICT, 
STATE OF ILLINOIS 


Mr. Sprincer. Mr. Chairman, I would like to have permission, if 
I may, to substitute a prepared and written statement for the evidence 
I am going to give at this hearing and permission that any questions 
asked and answers given may be appended to the statement at the 
end of the statement which will be prepared. 

Senator Gore. You may have that privilege. 

Mr. Sprincer. As the distinguished Senator from Tennessee knows, 
when he was a Member of the House, and I am a Member of the House 
still, we both were supporting a road program for this country long 
before this program was ever thought of. 





J 
c 
c 


fret 4 of oF eo 30 —_— SA et Oo 


as 
~~ 


Ch hee 


eo no of 





awe eS eS 


\w 


vs Cv 


NATIONAL HIGHWAY PROGRAM 105 


There have been two things arise here this morning which I think 
are worthy of comment of my own experience. : 

I have been deeply interested in the program and in the State of 
Illinois. I have followed it out on the road itself and have had a 
chance to see the good points in the program and have also had a 
chance to see some of the things that are wrong with the program. 

Now, over all, I believe that is a good program. The law was well 
thought through, well debated, and we passed a good law. There is 
this one factor, in my estimation. The preparation and the planning 
of these highways was done in a period of 1943 to 1946, most of it. 
That is now from 10 to 13 years old when most of this program was 
laid out. 

There naturally will be, in a period elapsed of from 10 to 13 years, 
corrections that ought to be made in the plans and planning itself. 
The chairman has raised a very important question here this morning 
and that is, Why has not the program proceeded at a more rapid rate? 

I believe that I have talked to as many Congressmen as anyone in 
the House about this question. I think I get one answer back from 
those States which are, as I would say, economically on the lower end 
of the totem pole, and that is that they have not been able to set aside 
their own allotment because of the fact that the law was passed just 
this last year. 

I think a reading of the States, as the director of the program did 
a minute ago, gives us an idea of where much of this lack of going 
ahead has occurred and I have talked with people in these States and 
I find that it has been primarily a monetary problem with them of get- 
ting their money ready and of making it available. 

Now that is a big factor with those particular States which have not 
had the money, and I would say the lower 25 of those largely have 
been bothered with that one problem. That is one reason it hasn’t 
proceeded any more rapidly than it has. 

May I say this applies to my own State where money has not been 
the factor at all. The State legislature is ready, the Governor is ready, 
and, as you heard, the chief highway engineer of the State of Illinois 
is ready and has been for some months, but there has been this one 
problem in my estimation in the State of Illinois, which is one of the 
5 or 6 States that has all of its money allotted and committed for this 
year and some for even the next year. 

It is technically the location of the highway itself. 

Now the map on the wall indicates generally where the highway is 
tobe. But actually, there have not been too many hearings. I think 
the director mentioned a minute ago some 250 hearings for the entire 
country. Well, I visualize before this thing is over you will have had 
several hundred thousand hearings before this thing is completed. So 
actually you have had very few hearings. 

Why haven’t you had more hearings on right-of-way? I will give 
you a personal experience of my own in my own district and it is this: 
We had a highway running from Chicago and across my district, a 
highway had more or less been laid out. Actually, when we got into 
the problem we found that the highway couldn’t possibly be located 
there because of the fact we had a large airbase, and there was the 
highway running down near it, and the expansion of the base in 
future years would have made it an impossibility to locate the high- 
way there. 
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When they started moving the highway farther in that direction, 
they got away from traffic. It was a thing which national defense, 
gentlemen, insisted be done and was right in the end, no question 
about it. 

Then after some months they moved the highway over on the other 
side of the field, and over on the other side of a main central railroad 
running north and south. There were a lot of problems in this whole 
thing. “Now we got down to this and finally got it set over on the 
other side of the base, and on the other side of the town in question. 
And what happened then? The question then was the fact that where 
the road was laid interrupted the reasonable expansion of that par- 
ticular city, and just simply couldn’t be there. There wasn’t any 
doubt about it. 

The highway department when they got into it—it was taken up 
with the Director in W ashington—realized it but that thing took 
weeks and months for us to ¢ xccomplish just those things. I am talking 
about in my own district of the problems that had to be resolved before 
they could even have a hearing on where the road ought to be. 

Now, I know that the distinguished Senator from Tennessee has 
been disturbed about this problem of not proceeding. I certainly 
would be the first to back him, may I say, if I see there is any holding 
back by anybody in this. But, as I said to our own chief highway 
engineer after these experiences, let’s be sure about where we are going 
to have these highways located with reference to cities, as to whether 
there is going to be any interruption of the reasonable expansion of 
a city, of a community, their future planning and all that; that doesn’t 
have to occur and the Department here in Washington was very co- 
operative in that matter in realizing that a mistake had been made. 

But I say those are going to be, and I would rather that the highway 
department. in Illinois be just a little cautious about this matter before 
they rush headlong into it and do the wrong thing, which in this one 
instance would have ruined one side of a very large town of some 
60,000 people. 

That is a problem, as I see it, with which we are going to be faced. 
When I left here last August, I just didn’t visualize all of the prob- 
lems that I see us faced with, in spite of the fact that Illinois has been 
able to get its allotment committed for the next year and a good part 
of the following year. 

But, as I see this program gaining force, I do come back to the fact 
that we ought to be sure, especi ially on the location of these highways. 
I am talking now only about a location from the technical angle. I 
am talking about a shift of a quarter of a mile to 5 miles ina highw ay 
to be sure that we have located it where it will serve the most number 
of people with the least inconvenience in the next 50-year period. 

Now that was not my purpose in coming here, but I thought that I 
ought to say it because it has been an experience that I have gone 
through i in the 5 months since Congress adjourned in August. 

Here is one problem I am faced with and I have found others who 
are faced with the same thing. It was the purpose of this program, 
when it was designated back in the period 1943 to 1946, that it would 
connect cities of 50,000 or more. This program has not done all that. 

Now, the Federal Highway Department has said they were trying 
to do as best they could. In one instance in my own district, a town 
with substantial defense industry is going to be many, many miles 
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north, south, east, or west, and this town is upwards of 100,000 people, 
and is the fastest growing, percentagewise, community in the whole 
State of Illinois, and I refer to the city of Decatur. 

In the last 10 years it has grown approximately 3314 percent. In 
the last 5-year period the growth is almost unknown and is astronom- 
ical because so much industry moved into this area. The population 
growth has been great, and this problem is going to be confronted 
in every city, in my estimation, of 50,000 or more. It is the same prob- 
jem they realized then. It is not new. 

In talking with the highway department here and the Federal 
Bureau of Public Roads, they are wondering about this question at 
this time but are not asking for any amendments, may I say, and I 
have talked with Mr. Volpe personally with reference to this problem, 
and this is a problem which is going to confront, in my estimation, 
the Federal Bureau of Public Roads as this program progresses. 

There is just this one thing: If this is a 13-year program and there 
are to be no amendments to this program in that 13-year period, and 
this is to be the only program then in my estimation for the entire 
13-year period you are cutting out these communities which in my 
estimation are growing at a very rapid rate as against communites 
who are going to be connected on this highway in my own State, whose 
popul: ition is going to be stagnant or going down. That is what I 
visualize this program is confronted with in the next 13 years; when 
and where the amendments are going to be made and are they going 
to be made to alleviate these kind of conditions where you have com- 
munities growing and you have others that are on the downgr ade. 

That is one of the real problems as I see it in the connecting ‘of cities 
and this is primarily, as I see it, an interstate highway program con- 
necting large communities or centers of population which have large 
traffic prob lems with others. 

Fortunately, to relieve this problem, Mr. Bartelsmeyer has recom- 
mended to the Bureau of Public Roads that we continue the highway 
program from Madison, Wis., to Rockford, which is already in the 
program on Salem, the § Salem, Ill., pass- -through, and relieve this 
particular situation. 

Now that is my statement to this committee with reference to a 
problem which I think it is going to be faced with, Mr. Chairman, 
time and time again, and Congressmen and Senators are going to be 
back in before this committee in the next 13-year period asking that 
amendments be made to take care of these communities which are 
rapidly growing and have traffic problems which are going to have 
to be taken care of. 

The only way it can be done is to come and ask relief before this 
great committee. 

Now I would like to, if I may, have permission for Representatives 
Mack, Peter Mack of Illinois, and Charles Vursell, of Illinois, to sub- 
mit statements on this particular problem immediately following my 
own statement in the record. 

Senator Gore. You and they have such permission now. 

Mr. Sprincer. That completes my statement. 

Senator Gore. Congressman Springer, thank you, and may I express 
my personal pleasure in having you come here. 

‘Having been in the House of Representatives with you for a time, 
I know with what diligence you apply your great capacity. I con- 
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cur with you that this program cannot be static. It must be modified 
from time to time to meet the growing demands and needs of the coun- 
try. We hope that growth will be great and this program must be of 
assistance rather than a hindrance to such a development. 

Mr. Springer. With that I am in wholehearted agreement, Mr. 
Chairman. 

Senator Gore. Thank you very much. 

(The prepared statements of Congressmen Springer and Vursell 
follow :) 


UNITED STATES SENATE, 
COMMITTEE ON PUBLIC WoRKS, 
January 18, 1957. 
Hon. Witt1AmM L, SPRINGER, 
House of Representatives, Washington, D. C. 

Dear Mr. SPRINGER: The Subcommittee on Public Roads is most grateful to 
you for your appearance before the subcommittee to give us the benefit of your 
observations in connection with the highway bill. 

As you know, this program represents a gigantic undertaking. I am hopeful 
that the program can get underway without undue delay and that it can be so 
administered as to meet the objectives for which it was authorized. 

I will be very glad to have the prepared statement submitted with your letter 
inserted in the official record of the hearings and I am so instructing the staff 
today. 

Again may I express, on behalf of the subcommittee, our appreciation for your 
appearance. 

With kindest regards, I am 

Sincerely, 
ALBERT GORE. 


STATEMENT OF HON. WILLIAM L. SPRINGER, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF ILLINOIS 


Mr. Chairman, the next few years will bring the test of how successful the 
Federal highway program can be. 

Naturally, any program that is to extend for 13 years will receive serious con- 
sideration for amendments that are needed from time to time. This year is not 
too early to start a review of the act. Already some of the deficiencies of the 
program are beginning to show up. 

The original plan, as worked out between 1948 and 1946, contemplated that 
cities of 50,000 or more throughout the country would be connected. The program 
10 to 183 years ago took into consideration only the towns that were 50,000 or 
more when the Interstate System was laid out. Mr. Chairman, what is to happen 
to the cities that become 50,000 or more in the next 13 years? 

In my district, Decatur, Ill, and vicinity, has approximately 90,000 people. 
This city has many important defense industries. Decatur is not on the Inter- 
state System. It is most important that cities like this be connected to the 
system as soon as possible. The transportation of materials from one part of 
this country to the other is of the utmost importance in our entire defense system. 

I believe the first amendment to this act should have as its object the supplying 
of sufficient miles to connect all cities of more than 50,000 with the Interstate 
System. 

At the present time there are approximately a thousand miles which have not 
been allotted as yet. 

At the present time the Interstate System contemplates the building of a 
highway from Madison, Wis., to Rockford, Ill. Ralph Bartelsmeyer, chief 
highway engineer of the State of Illinois, has recommended the extension of 
this highwty farther south, through Decatur and connecting with the Indianap- 
olis-St. Louis interstate highway at a point west of Salem, Ill. This extension 
is much neded to carry goods and products from the Southwest and southern 
Illinois into the northwest area of Wisconsin, Minnesota and the Dakotas. 

It seems to me the most important thing that can be done in this Congress is 
to get sufficient mileage supported by adequate appropriation to get the towns 
of 50,000 or more all on the Interstate System. 
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Mr. Chairman, from all the testimony I have heard in these 3 days of 
hearings, there are going to be amendments to the act as the years pass. Now is 
the time to be thinking of the fundamental thing that ought to be done. In my 
estimation, nothing is more important than the proposal I have outlined, and 
it should be given serious consideration by your committee for enactment this 
year. 





STATEMENT OF Hon. CHARLES W. VURSELL, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF ILLINOIS 


Members of the committee, I want to make this statement for the record for 
your information in considering an amendment to the Federal highway progran, 
looking to include an additional extension to the Federal highway program of a 
route running south from Rockford, Ll, via Decatur, Ill., Vandalia, IIL, to an 
intersection point some few miles west of Salem, IIL, linking up with Route 50 
east and west, which would give those using this highway quick service west 
into St. Louis and other western points, and quick service east to Vincennes, 
Ind., on to Cincinnati, Ohio, and points south. 

This highway would open up a vast territory to transportation north and 
south through two-thirds of the State, reaching from Rockford to Route 50 
in southern Illinois. In its course, it would service many other small and larger 
towns and cities throughout the central part of Illinois for a distance of nearly 
200 miles. 

Since the Federal highway program envisions some 13 years in construction 
and near completion, it would seem that this addition to the route, by amend- 
ments to the Federal Highway Act, would help to implement the object of the 
act in supplying sufficient miles to connect all cities of more than 50,000, in 
consummating the Interstate System. I understand there are about 1,000 miles 
which have not, as yet, been allocated, and that Mr. Ralph Bartelsmeyer, chief 
highway enginer of the State of Illinois, has recommended the extension of this 
highway from Rockford south through Decatur and various other cities, con- 
necting up with Cincinnati-St. Louis interstate highway at a point west of 
Salem, Ill. 

This extension is much needed to carry goods and products from the Southwest 
and southern Illinois into the northern areas of Wisconsin, Minnesota, and the 
Dakotas. 

I sincerely believe that the extension of this route will make a very great 
contribution to Illinois toward fulfilling the purpose of the Federal highway 
program in connecting up with transportation to cities in the Nation of 50,000 
inhabitants or more. 

I commend it to the serious consideration of your committee for enactment 
this year. 


Senator Gore. The committee will now hear briefly, Senator Scott, 
two members of the Road Builders Association, who have plans to 
depart from Washington this afternoon. The other witnesses, if it 
is convenient for them to do so, will be heard tomorrow morning. 


STATEMENT OF J. N. ROBERTSON, PRESIDENT, AMERICAN ROAD 
BUILDERS’ ASSOCIATION 


Mr. Roserrson. I would like to make a brief statement. 

Senator Gore. You are welcome. I am glad to see that you were 
at least in the 25 percent bracket, Mr. Commissioner. 

Mr. Rosertson. Yes, sir, I am thankful for that too. 

Senator Gorr. When did you get in that bracket ? 

Mr. Rosertson. What I was talking to you about the other day, 
was that I have not advanced to the contract stage with any of my 
work. It is all ready to go and the first project is to be advertised 
on the 15th of January on the Interstate System. 

Senator Gore. Then insofar as actually letting contracts are con- 
cerned, the District of Columbia is in the zero bracket. 
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Mr. Roperrson. As far as Interstate System is concerned. 

Senator Gore. I thought that was what we were talking about. 

Mr. Rosertson. That is what we were talking about the other day. 

Senator Gore. How do you get in the 25 percent bracket ? 

Mr. Rozertson. I am already. The plans are approved and the 
program is all set to go with the exception of actually advertising 
for bids. 

Senator Gorn. Maybe I misunderstood the terms of our interro- 
gation this morning. I understood, when funds are actually com- 
mitted that the project is under contract. Am I in error? 

Mr. Rozerrson. Projects are not under contract until we advertise 
for bids. But we get approval from the Bureau of Public Roads 
district office before that time. I have all the approvals. I am ready 
to go. 

Senator Gore. Is that a commitment of funds? 

Mr. Roserrson. As far as the Bureau of Public Roads, yes sir, my 
funds are protected. 

Senator Gore. Is that the condition to which Mr. Volpe referred 
as commitment of funds? 

Mr. Ropertson. I presume so, Mr. Chairman, I don’t know. 

Senator Gore. Then when Mr. Volpe returns we must find out 
just how many States are in the zero column as far as actual contract 
is concerned. But the District of Columbia, unfortunately, is still 
in the zero column so far as actual contracts on Interstate System 
are concerned. I hope you will soon rise above that. 

Mr. Rozertson. I will, sir. I hope to have all my 1957 and part of 
my 1958 funds under contract by the first of cate That is the sched- 
ule. But, you see, in the short time that Mr. Volpe has been here— 
and I wish to thank him for his underst: anding—he has many prob- 
lems like some I have here in order to get a job started. 

Senator Gore. Mr. Volpe used the term zero. Being slightly re- 
alistic in my upbringing, I sometimes call that “goose egg.” Do you 
understand that term ? 

Mr. Ropertson. Yes, sir; I do. 

Senator Gore. We do not want to give you a goose egg very, long. 
You may proceed. 

Mr. Rozertrson. My name is J. N. Robertson and I am appearing 
today as president of the American Road Builders’ Association. By 
way of further qualification, I might say that I am director, Depart- 
ment of Highw: ays of the District of & olumbia, and have been engaged 
in highway engineering for about 40 years. I have the privi ilege of 
serving now as vice president of the American Association of State 
Highway Officials and am past president of the North Atlantic Asso- 
ciation of State Highway Officials. 

I want to take this opportunity to thank you, Mr. Chairman, and the 
committee, for allowing us the privilege to appear before this com- 
mittee. 

The organization I represent—the American Road Builders’ Asso- 
ciation—is a federation of highway interests comprised of individuals 
and firms. Its membership of about 5,000 groups and individuals 
embraces a cross section of the highway industry and profession, and 
includes such segments as State, ‘city, and county highway officials; 
consulting engineers; educators; investment and commercial bankers; 





I 





ut 
ict 
ill 


mm 


NATIONAL HIGHWAY PROGRAM 111 


highway contractors; construction machinery manufacturers; pro- 
ducers of construction materials; research and technical organizations ; 
manufacturers of engineering instruments and electronic devices; and 
others with a direct interest in the design, construction, operation, and 
maintenance of highways. 

In response to the invitation of your committee, Mr. Chairman, we 
are prepared to discuss the progress of the new national highway pro- 
gram provided for in the Federal-Aid Highway Act of 1956, with 
particular emphasis on the ability of industry to carry it out. In or- 
der to present a well-rounded picture, our presentation will cover the 
entire scope of highway industry capacity. If it will meet with the 
pleasure of the committee, Mr. Chairman, at the conclusion of my 
statement, I would like to present additional witnesses on behalf of 
ARBA. These are Maj. Gen. Louis W. Prentiss (U.S. Army, retired), 
executive vice president of the American Road Builders’ Association, 
Hal G. Sours, consulting engineer and chairman of ARBA task force 
No. 1 on planning and designing, and Frederick Salditt, vice presi- 
dent, Harnischfeger Corp., and chairman of ARBA task force No. 4 
on construction machinery and equipment. 

We also have here today with us Mr. Julien Steelman, president 
of the Koehring Co., Milwaukee, Wis., and vice president of ARBA; 
Kenneth Lindway, executive vice president of lowa Manufacturing 
Co., Cedar Rapids, Iowa, and president of the manufacturers’ divi- 
sion of ARBA; and S. Howard Brown, president of Brown, Davis 
& White, of Lebanon, Pa., immediate past president of the contrac- 
tors’ division of ARBA. In the interest of conserving time, these gen- 
tlemen will not make any direct presentation, but are here at the service 
of the committee and will be glad to assist in answering specific ques- 
tions which may be raised. 

We asked those gentlemen to come here, Mr. Chairman, because we 
had them here the last time we appeared before your committee. 

The initial task-force studies of the American Road Builders’ Asso- 
ciation relating to the capacity of industry were started back in 1954, 
in anticipation of a vastly accelerated highway program. Findings 
of our task-force studies have been presented to the President’s High- 
way Advisory Committee, and on two occasions to the Senate Sub- 
committee on Roads—first, on March 31, 1955, and again on March 1, 
1956, in connection with the then pending Federal-Aid Highway Act 
of 1956. Today we will endeavor to reevaluate these task-force studies 
in the light of current conditions. Our overall presentation will cover 
in particular these several areas: 

1. Engineering. 

2. Extension of credit facilities to support industrial expansion. 
3. Need for broader program of public education. 

4. Industrial capacity. 

Inasmuch as the 1956 act has been in effect only 6 months, the Amer- 
ican Road Builders’ Association is highly encouraged by the progress 
demonstrated to date by the Bureau of Public Roads and the State 
highway departments in getting such a tremendous highway-construc- 
tion program under way. In an outstanding example of Federal- 
State cooperation, these agencies have proceeded with the basic work 
of planning in the closest harmony. 

At this point I would like to digress for just a moment from my 
prepared statement to express our confidence in the new administrative 
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heads of the Bureau of Public Roads. It has been my personal 
rpreide to be closely associated for several years with interim Federal 

ighway Administrator John A. Volpe and Bertram D. Tallamy, 
who will assume the responsibilities of Federal Highway Adminis- 
trator in the near future. These men are administrators of excep- 
tional competence, and I believe the Federal-aid highway program 
will function most efficiently under their able direction. Mr. Tallamy’s 
long career as one of the Nation’s outstanding roadbuilders particu- 
larly qualifies him for the tremendous responsibility of directing the 
accelerated highway program. 

Also, at this point I would like especially to commend the Bureau 
of Public Roads for the fine cooperation they have shown in dealing 
with the State highway departments and the highway industry. It 
is a splendid example of the historic policy of cooperation between 
the States and the Federal Government in roadbuilding matters. 
The American Road Builders’ Association, through our long experi- 
ence in the highway field, is confident of the fundamental soundness, 
efficiency, and flexibility of the Federal-State partnership in the de- 
velopment of our Federal-aid highway system—a policy which the 
Congress in its wisdom has seen fit to maintain ever since the enact- 
ment of the first Federal Highway Act in 1916. 

Mr. Chairman, the witnesses are getting anxious to get on the plane. 
If you and the committee will allow me, I would like to appear again 
with General Prentiss in the morning. 

Senator Gore. That will be fine. 

We will now hear, first, from Mr. Hal G. Sours. 

Senator Gore. Mr. Sours, the committee is very pleased to have 
you appear. 


STATEMENT OF HAL G. SOURS, OF BALDWIN & SOURS, COLUMBUS, 
OHIO, CHAIRMAN, TASK FORCE NO. 1, PLANNING AND DESIGN, 
AMERICAN ROAD BUILDERS’ ASSOCIATION 





Mr. Sours. First of all, may I thank you for the privilege of 
making a statement. 

My name is Harold C. Sours, consulting engineering from Colum- 
bus, Ohio, formerly chief engineer and director from Ohio State. 

I will try to run through this statement rather briefly and skip 
some of it, but it will be available for the record. 

Senator Gore. Off the record. 

(Discussion off the record. ) 

Mr. Sours. In anticipation of substantial increase in the highway 
program, the American Road Builders’ Association established late 
in 1954 four task forces. These task forces, made up of men familiar 
with the area covered by the task force to which they were assigned, 
made detailed studies of the potentiality of each phase of the highway 
industry to handle the engineering work, manufacture the equipment, 
produce the materials, and complete the construction of a proposed 
highway program. 

This investigation of the potentiality of the highway construction 
industry was brought up to date by these task forces late in 1955. 
We are now engaged in again revising the study in the light of the 
developments during the year. 
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It was my assignment to serve as chairman of the engineering task 
force on planning and design. That task force reported last year 
that action was needed to increase engineering productivity, to secure 
authority to acquire right-of-way, and to control access as needed, 
and to streamline the engineering methods and procedures then em- 
ployed in the planning and design of highways. Even then we were 
able to report progress toward these ends and concluded that the 
production of plans and designs would not seriously hamper the 
further expansion of the highway program. 

Since then, additional progress has been made. The highway de- 
partments and consulting engineers have been quick to take advantage 
of the newly developed methods and procedures. At the present time, 
25 States and several consulting engineers have either installed or 
ordered electronic computers for their engineering work, which is, by 
the way, rather expensive and complicated equipment but worth 
investing in. 

Others are using the services of the many computer centers operated 
by universities, computer manufacturers, and private consultants 
throughout the country. 

These machines are being adapted to line and grade computations, 
earthwork quantity calculations, survey coordinate and area calcula- 
tions, geometric layout of complicated interchanges, structural design 
and geometrics, and traffic analysis and similar situations. 

Photogrammetry, which by the way is aerial mapping, previously 
had been used principally for reconnaissance and line location is now 
being adapted to final survey purposes, detailed plans, earthwork 
quantity determinations, land acquisition, and so forth. 

The State highway departments have adopted many other time and 
labor saving methods and devices. They have streamlined plans and 
eliminated many unnecessary notations. They are using new repro- 
duction methods which eliminate much of the time-consuming tracing 
work. In Ohio, a method of producing cross-section drawings and 
other graphical representations electronically is being developed. 
Data recorded electronically on cards or tape will be fed into an elec- 
tronic tube and the trace developed on that tube will be recorded on 
microfilm for later use and reproduction. This development should 
be in use early this year. 

_ These things are all in the interest of effecting manpower produc- 
tion. 

These new developments are being made available to all the high- 
way departments and highway consulting engineers. The Bureau 
of Public Roads, in cooperation with other interested organizations, 
is sponsoring a series of conferences at which these developments are 
discussed and demonstrated. Three have already been held and an- 
other is scheduled for March 5 to 7, 1957, in Los Angeles, Calif. All 
highway engineers are, therefore, able to take advantage of these new 
engineering developments. 

These developments are greatly increasing engineering productiv- 
ity. Work that formerly required weeks can be performed in hours. 
[t is reported that in some cases, bridge design computation costs can 
be reduced as much as 75 percent. Time is, of course, reduced much 
more. Earthwork computations which formerly required 100 man- 
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hours are being performed in 10. Some of these figures may sound 
fantastic but they have been proven. 

More important, computations which were previously almost im- 
possible because of the time required, can now be per formed in a very 
short time. Equations involving as many as 20 unknowns can be 
solved in 10 minutes. This means that engineering investigations 
that were not practical before can be performed and engineering per- 
formance will be improved. This should result in better and more 
economical highway construction as well as a great saving in time. 

We do not claim that all of these methods and devices are in full 
and com iplete use at this time. They are being progressively adopted. 
Like any other revolutionary development, it will require a reason 
able length of time to effect full and complete acceptance and usage. 

However, even with the increase in productivity, additional engi- 
neering graduates must be brought into the highway engineering 
field. Efforts are being made to accomplish this. It is necessary 
that some of our best highway engineers go to the colleges and expl: vin 
to the undergraduates the new cone ept of highw: ay engineering. The 
college teac hing staffs should also be given all the assistance possible. 
They should be encouraged and aided by the local highway engineer- 
ing groups. Instructors should be offered employment during sum- 
mer vacations and possibly in a consulting capacity during the school 
year. Such actions not only provide additional highway engineering 
assistance and, in addition, the engineering teaching staffs will be 
come more familiar with current highway engineering practices and 
more enthusiastic highway engineering professors. This policy is 
now being developed in some areas. 

It is necessary that the medium of public hearings be used to a 
greater extent to inform the public of the economic advantages of 
desirable highw ay locations. The highway departments and all high- 
way e ngineers have a real public relations job to do and the “public 
hearings’ is one means of doing it. All the information available re- 
lating to the choice of a spec 6c location and the economic advan- 
tages of the location should be brought out at these hearings. While 
this is being done as rapidly as possible, there is still room for develop- 
ment in that area. 

The control of access is a subject which, in some areas, is not yet 
fully understood. It has been repeatedly proven that access con- 
trol and, in some cases, frontage roads, have not only protected the 
highway investment, but that it has been responsible for very sub- 
stantial increases in the value of property in the area 

In addition, the highway with access control will continue to serve 
the purposes intended when it was built, that of h: indling traffic. This 
is a matter which should be handled as an area public relations prob- 
lem so that some of the misunderstanding might be cleared up. 

In addition, an intense effort is necessary now in the field of ad- 
vance planning and advance right-of-way acquisition. The Inter- 
state System must be planned as a unit and built as routes. Piece- 
meal construction of short sections will be of little value. This re- 
quires advance planning. Advance planning is also necessary in 
order that locations can be established and right-of-way obtained. 
Early acquisition of right-of-way will keep construction costs down 
and, more important, it “will allow time for the orderly removal of the 
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buildings and utilities from the right-of-way which must be done 
before construction can be started. 

The acquisition of right-of-way and control of access is a problem 
which still requires legislative action in some States to smooth out 
some of the obstacles now in the way. Legislatures in many States 
are just now being called into session; and quite likely will consider 
the necessary legislation to clear up these matters. 

Many of the States are already taking the steps outlined in this 
statement, and others where such methods are applicable, will quite 
likely follow. It is believed that the States, with the help and assist- 
ance of the Bureau of Public Roads, will be able to produce sound and 
economic highway plans and designs at a rate that will allow the high- 
way systems to be built as fast as provided in the schedule establishea 
by the Congress in the Federal-Aid Highway Act of 1956. 

There will be some lag in the early years due to the gearing up and 
going through the transition period. Later, if necessary, it is entirely 
possible and quite likely it will be true that the catch-up period will 
permit the completion of the program somewhere near the originally 
anticipated date. 

Thank you, Mr. Chairman. That is all. 

Senator Gore. Thank you very much. You have been very 
helpful. 

Senator Scorr. Mr. Chairman, it is about time to take out. 

Senator Gore. Yes, sir; it is. 

There is one more witness who has a plane reservation to get out of 
town this afternoon. 

Is that not true, Mr. Robertson ? 

Mr. Rozertson. That is correct. 

Would you mind, Mr. Chairman, if we accommodated him and then 
adjourn until tomorrow # 

This is Mr. Salditt, Mr. Chairman. 

Senator Gore. The committee is pleased to have you appear, Mr. 
Salditt. 


STATEMENT OF FREDERICK SALDITT, VICE PRESIDENT, HARNISCH- 
FEGER CORP., MILWAUKEE, WIS., CHAIRMAN, TASK FORCE NO. 4, 
CONSTRUCTION MACHINERY AND EQUIPMENT, AMERICAN ROAD 
BUILDERS’ ASSOCIATION 


Mr. Saupirr. Mr. Chairman, my name is Frederick Salditt. I am 
vice president of Harnischfeger Corp., Milwaukee, Wis., manufac- 
turers of electric overhead cranes, electric hoists, welding products, 
diesel engines, prefabricated houses, power cranes and shovels, and 
mining excavators. 

I am also past president and director of the Construction Industry 
Manufacturers Association (CIMA) which has about 200 member 
companies, all of which are associated with the manufacture of con- 
struction equipment and allied products. This serves as the Manu- 
facturers Division of the American Road Builders’ Association. 

In order to make an up-to-date appraisal of the ability of the con- 
struction machinery and equipment manufacturing industry to supply 
the additional machinery and equipment re quired to execute the Fed- 

eral highway program in accordance with schedule, and at the same 
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time make available the machinery and equipment to carry out other 
construction programs, and reasonably take care of military require- 
ments, we have available the following facts and close estimates. 

These facts and estimates are taken from the 1956 report of Task 
Force No. 4, to which Mr. Robertson referred, on construction ma- 
chinery and equipment, which report was rendered under the direction 
of the American Road Builders’ Association; taken from reports and 
statistics supplied by the United States Department of Commerce; 
industry statistics concerning operations during the year 1956; and 
construction activity forec: sts other than highw: ay supplied by reliable 
trade sources. 

With the chairman’s permission and in the interest of conserving 
time, I would like to confine my remarks to some of the more impor- 

tant points and have the full text inserted in the record. 

Senator Gore. The full text will be put in the record. 

Mr. Sauprrr. I will confine my remarks merely to conclusions. 

Under the next heading, we are dealing with work potential of 
presently available equipment for highway contract construction. 
Highway contract construction is what a contr actor is doing. It is 
not money that is used for acquisition of right-of-way or engineering. 
For that we do not have to supply mac Fee ‘ry, so whenever I use the 
term “net contract construction” it is the type of work that is being 
done by machinery. 

And the industry conservatively assumes that work potential of the 
present inventory, expressed in terms of net contract construction vol- 
ume is $5 billion annually. By comparison it should be stated that 
this present inventory during the year 1956 produced approxim: itely 
$4 billion worth of highway contract construction. So we have 
an extra $1 billion worth of real capacity available in the existing 
equipment fleet before we actually have to add to it. 

The next item in the statement deals with the estimated future an- 
nual volume of net highway contract construction. Under the ex- 
panded highway program and in a determination of these additional 
volumes of contract construction, we, by necessity, have to use a con- 
stant dollar, the 1956 dollar, as we cannot v isualize any inflationary 
forces that might come out in the next 13 years. 

An industry with reasonable accuracy can forecast for the next 13 
years, of course, the total highway expenditures, the amount of ex- 
penditures for right-of-way and engineering, which do not require 
any machinery to compute; the amount which will be spent annually 
for force-account construction by equipment now in the hands of pub- 
lic bodies; and, finally, net contract construction volume for which the 
machinery has to be supplied. 

These additional net construction volumes over the $5 billion amount 
as the work potential of the present inventory will run about as fol- 
lows: In the first year of real construction, that is after the highways 
really are ready to be put in place, $600 million extra work has to be 
done. 

In the second year, we assume 1958, $1.1 billion extra contract con- 
struction; and 19! 59, $1.4 billion. Then i in the years 1960 through 1967, 
$1.6 billion annually more contract construction work to be accom- 
plished, and then tapering off in the 12th year to $1 billion and in the 
13th year to $500 million. 
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Now the estimate of additional equipment required for the expanded 
highway program during the first 5 years of the program from 1957 
to 1961, inclusive, and speaking generally, not specifically for each 
category of the industry but generally for construction of the equip- 
ment industry, will require approximately 70,000 major pieces of 
construction equipment inclusive of motor vehicles, having a new 
purchase value of about $900 million, which will be required over 
and above the machines which are subject to normal replacement and 
which are now in the present equipment inventory available for high- 
way contract construction over and above the present inventory used 
for highway maintenance; and over and above the replacements of 
machines that are in the present inventory I used for carryout force 
account construction. 

So I am speaking of additional units that are required in the first 
5 years of the program, 70,000 major pieces having a value of $900 
million. 

Now the specific measures which had been taken by individual 
industries and companies engaged in the manufacture of construc- 
tion machinery and equipment, although generally known, never- 
theless is worth reciting: 

Expansion of production facilities through acquisition of other 
firms. 

Expansion of present facilities by leasing additional space. 

Subcontracting of such work as to allow 100 percent utilization of 
plant capacity. 

Adding second- and third-shift operations. 

Building new plants. 

Expansion of present plants and reequipment with modern machine 
tools and other manufacturing facilities. 

Organization or manufacture of American construction equipment 
abroad to serve from abroad the substantial foreign requirements 
which heretofore largely have been served from American production. 

These steps industry has taken in anticipation of the ever greater 
demand made upon it for construction and particularly highway con- 
struction equipment. 

Senator Gore. Do you think the preparation you have made will 
adequately meet the demands? 

Mr. Satprrr. Yes, with the same qualification made by other wit- 
nesses this morning, ‘and which is tied in with steel. 

Now, what are we speaking of in terms of dollars and cents? That 
is the concluding statement. 

Senator Gore. I did not quite understand. You mean you can 
assure us of an adequate supply, provided you can obtain the steel ? 

Mr. Saxorrr. Yes, sir. The additional production required from 
the construction machinery manufacturers, and again I am basing 
these conclusions on very accurate overall production figures which 
have been made available by the Department of Commerce covering 
the year 1955 production, a fairly accurate estimate of the sneney 
as to its output during 1956, and concluding from that the indust 
each of the first 2 years of the expanded “highway program an ib 
soon as machinery will be required, that is when highways really are 
put into place, will have to be about 20 percent above its production 
for domestic consumption as we witnessed it in 1956. 
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That will amount to additional machinery requirements in the value 
of $400 million in each of the first 2 years of the expanded highway 
program. 

The industry has the capacity, buildingwise, machine toolwise, man- 
powerwise, managementwise, engineeringwise, to produce these ma- 
chines, no shortages. But the qualifying factors that do enter into 
the picture, I should like to read because of their importance, and that 
is the concluding statement, Mr. Chairman. 

In concluding that it car supply all the construction machinery 
and equipment necessary to‘execute the expanded national highway 
program in accordance with schedule, the manufacturing industry 
assumes that the supplying industries, as for instance the steel in- 
dustry, would be able to furnish the raw materials and without incur- 
ring shortages and stoppages such as we have had during the last 
o months, strikes, et cetera. The industry also assumes that general 

construction, other than highway construction, will not rise faster 
thei to a degree of growth as prevailed during the last few years, 
therefore, make no greater demands upon mac chinery suppliers than 
those of the recent past. A final assumption of the industry is that 
military requirements for construction equipment would continue at 
the rel: atively modest rate as has prevailed during the last few years. 

“hank you, Mr. Chairman. 

Senator Gore. The committee thanks you. Your statement has 
been very helpful, and the full text will be inserted in the record. 
(The statement referred to is as follows:) 


STATEMENT OF FREDERICK SALDITT 





Vice President, Harnischfeger Corp., Milwaukee, Wis., and Chairman, Task 
Force No. 4, Construction Machinery and Equipment, American Road Builders’ 
Association 


Mr. Chairman and members of the committee, my name is Frederick Salditt. 
I am vice president of Harnischfeger Corp., Milwaukee, Wis., manufacturers of 
eiectric overhead cranes, electric hoists, welding products, diesel engines, pre- 
fabricated houses, power cranes and shovels and mining excavators. I am also 
past president and director of the Construction Industry Manufacturers Asso- 
ciation (CIMA) which has about 200 member companies, all of which are asso- 
ciated with the manufacture of construction equipment and allied products. 
CIMA serves as the manufacturers division of the American Road Builders’ 
Association. 

In order to make an up-to-date appraisal of the ability of the Construction 
Machinery and Equipment Manufacturing Industry to supply the additional 
machinery and equipment required to execute the Federal highway program in 
accordance with schedule, and at the same time make available the machinery 
and equipment to carry out other construction programs, and reasonably take 
care of military requirements, we have available the following facts and close 
estimates. 

These facts and estimates are taken from the 1956 report of Task Force 
No. 4 on construction machinery and equipment, which report was rendered 
under the direction of the American Road Builders’ Association; reports and 
statistics supplied by the United States Department of Commerce; industry 
statistics concerning operations during the year 1956; and construction activity 
forecasts supplied by reliable trade sources. 


Work potential of presently available equipment for highway contract con- 
struction 
Although it is claimed that the presently available construction equipment 
will be capable of supporting an annual contract construction volume of $5.8 
billion (equivalent to a total program level of about $7.3 billion when including 
force account construction, engineering and right-of-way expenditures), for pur- 
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poses of the present evaluation of the equipment manufacturing industry’s ability 
to furnish the additional equipment, we conservatively assume that the work 
potential of the present inventory, expressed in terms of net contract construc- 
tion volume, is $5 billion annually. By comparison it should be stated that this 
present inventory during the year 1956 produced approximately $4 billion worth 
of contract construction. 


Estimated future annual volumes of net highway contract construction (in 
constant dollars—1956 value) 

On the basis of the expenditure patterns for highway construction during the 
last few years, the most recent experience covering the year 1956, and the avail- 
able data on actual additional annual expenditures which will be made under 
the Federal Aid Highway Act of 1956, one can with reasonable accuracy fore- 
east for the next 13 years: 

Total highway expenditures ; 

The amount of expenditures for right-of-way and engineering; 

The amount which will be spent annually for force account construction ; 
The net contract construction volume. 

Assuming an average expenditure for right-of-way and engineering of 14 to 15 
percent of total expenditures and assuming force account construction to average 
approximately $400 million a year, one can determine the annual increases of 
net highway contract construction volume over the $5 billion mark as they will 
incur, beginning in the year 1957. 

Estimates of that increase vary somewhat, but averagely speaking, and using 
round figures, one can assume these additional net contract construction volumes 
over the $5 billion mark to be about as follows: 


1957 million dollars.__. 600 
billion dollars... 1.1 
1959_ a ee Oe eee As ae 1.4 
1960 through 1967 es 1.6 
1968__ 
million dollars... 500 


Hstimate of additional equipment required for expanded highway program 

On the basis of known facts and fairly accurate estimates recited in the above, 
giving consideration to the need of faster replacement of the equipment which 
is in the present inventory because of its heavier use and to the replacement of 
machines by more suitable and larger units before existing machines are actually 
used up, it is estimated that during the first 5 years (1957 to 1961 inclusive) of 
the expanded highway program and, speaking generally, approximately 70,000 
major pieces of construction equipment, having a new value of about $900 mil- 
lion, will be required over and above the machines which are subject to normal 
replacement in the present equipment inventory available for highway contract 
construction, the present inventory used for highway maintenance, the present 
inventory used for carrying out force account construction. 
Specific measures taken by individual industries and companies engaged in the 

manufacture of construction machinery and equipment 

Expansion of production facilities through acquisition of other firms. 

Expansion of present facilities by leasing additional space. 

Subcontracting of such work as to allow 100 percent utilization of plant 
capacity. 

Adding second and third shift operations. 


Building of new plants. 

Expansion of present plants and reequipment with modern machine tools and 
other manufacturing facilities. 

Organization of manufacture of American construction equipment abroad to 
serve from abroad the substantial foreign requirements which heretofore largely 
have been served from American production. 


The additional production required from the construction machinery manu- 
facturers 
According to Department of Commerce statistics, the dollar production of 
the construction machinery and equipment industry, exclusive of motor vehicles, 
during the year 1955 was $1,920,052,215. Of that amount, $419,592,800 was ex- 
ported, which left for domestic consumption an amount of approximately 
$1,500,000,000. 
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It is estimated that in 1956 the total industry production amounted to ap- 
proximately $2,500,000,000, considering increased production, manufacture of 
larger units, and somewhat higher prices. Of that amount it is estimated that 
approximately $500 million worth of construction equipment was exported, 
which left for domestic consumption an amount of approximately $2 billion. 

Therefore, it can be concluded that the additional equipment requirements 
which are now foreseen for the first 5 years of the expanded highway program, 
and which represent a value of approximately $1 billion and certainly not more 
than $1,500,000,000, would be the equivalent of from 50 to 75 percent of the in- 
dustry’s present annual production for domestic consumption. 

If additional equipment requirements were to be called for evenly over the 
first 5 years, then the industry would have to make provision for only 10 to 15 
percent added domestic volume over that which it has produced in 1956. How- 
ever, it is not to be expected that the additional equipment requirements for the 
first 5 years of the expanded highway program will be evenly distributed over 
these first 5 years. It is a more realistic expectation that two-thirds of all of 
those additional machines will be required in the first 2 years, or one-third in each 
of these 2 first years. 

Accordingly, the construction equipment manufacturing industry as a whole 
would have to be prepared to produce from 17 to 25 percent more equipment than 
it has produced for domestic consumption in 1956, in order to take care of the 
additional equipment demands in 1957 and 1958, and part of 1959. 

A 25-percent increase in production would amount to approximately $500 mil- 
lion (25 percent of 1956 domestic consumption of $2 billion). If part of 
this additional domestic requirement can be taken from export shipments or, con- 
versely, if part of the export requirements in the future can be increasingly filled 
from foreign manufacturing operations, then it is reasonable to assume that 
from an overall point of view the industry would have to produce not more than 
20 percent above its 1956 output for domestic consumption or approximately $400 
million. 

In the light of the expansion programs which were undertaken during the 
last 4 or 5 years, some of which were not concluded until last year, and some 
of which are still in the process of being executed, and further considering that 
in quite a few manufacturing plants double and triple shift operation has not 
as yet been fully instituted, it does appear to be entirely feasible and realistic 
to assume that even without further expansion being necessary, the required 
equipment manufacturing capacity is available. 


Other influences affecting construction machinery production 


In concluding that it can supply all the construction machinery and equip- 
ment necessary to execute the expanded national highway program in accord- 
ance with schedule, the manufacturing industry assumes that the supplying 
industries, as for instance the steel industry, would be able to furnish the raw 
materials and without incurring shortages and stoppages such as we have had 
during the last 12 months. The industry also assumes that general construction 
tion, other than highway construction, will not rise faster than to a degree of 
growth as prevailed during the last few years; therefore, make no greater de- 
mands upon machinery suppliers than those of the recent past. A final as- 
sumption of the industry is that military requirements for construction equip- 
ment would continue at the relatively modest rate as has prevailed during the 
last few years. 


Senator Gore. The committee will adjourn until 10 tomorrow. 
(Thereupon, at 12:35 noon, the committee was adjourned, to re- 
convene at 10 a. m., Thursday, January 10, 1957.) 





PROGRESS AND STATUS OF THE NATIONAL HIGHWAY 
PROGRAM 


THURSDAY, JANUARY 10, 1957 


Unitep States SENATE, 
Committe oN Pusiic Works, 
SvuBcOMMITTEE ON Pusiic Roaps, 
Washington, D.C. 

The subcommittee met, prusuant to adjournment, at 10:15 a. m., 
in room 412, Senate Office Building, the Honorable Albert Gore, pre- 
siding. 

Sone Senators Chavez, chairman of the committee, Gore, chair- 
man of the subcommittee, Neuberger, Kerr, and Scott. 

Also present: Senators Hruska and Revercomb. 

Senator Gore. The Chair would like to announce that after today’s 
hearings are completed the committee will recess the hearings until 
after the inauguration, after which it will resume. 

I am looking forward to that event. I have my engraved invitation 
this morning from the inaugural committee which “Requests the 
honor of the presence of the Honorable and Mrs. Albert Gore to attend 
and participate in the inauguration of Dwight David Eisenhower as 
President of the United States of America, and Richard Milhous 
Nixon, as Vice President of the United States of America. This 
honorary invitation to the inaugural ceremonies comes to you in ap- 
preciation of your efforts in the campaign to reelect President Dwight 
D. Eisenhower 

[ Laughter. ] 

Do you have one like that? 

Senator Scorr. I haven’t gotten mine yet. 

Senator Hruska. Maybe you didn’t help as much. 

[ Laughter. | 

Senator Gore. In appreciation, this committee will recess today 
until after that event. 

Mr. Robertson, you may proceed. 


STATEMENT OF J. N. ROBERTSON, PRESIDENT, AMERICAN ROAD 
BUILDERS’ ASSOCIATION (RESUMED), ACCOMPANIED BY GEN. 
LOUIS W. PRENTISS, EXECUTIVE VICE PRESIDENT, AMERICAN 
ROAD BUILDERS’ ASSOCIATION, AND S. HOWARD BROWN 


Mr. Rosertson. As you know, some of our gentlemen had to get 
back to their work. We have with us this morning General Prentiss 
and Mr. S. Howard Brown. 

If it is all right with you, Mr. Chairman, I will pick up where I 
left off, rather than go back. 

121 
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Senator Gore. That will be fine. 

Mr. Rosertson. I am starting on page 3 of my prepared text, the 
third paragraph. 

The Federal and the State Governments have made rapid strides 
in developing design requirements, plans and specifications, desig- 
nation of routes, acquisition of rights-of-way, and engineering and 
administrative practices. Time consuming as they may be, these steps, 
of course, must be undertaken before construction contracts can be 
started. The American Association of State Highway Officials, to- 
gether with the Bureau of Public Roads, will be able to work out 
further substantial improvements and streamlining of these proce- 
dures. 

It would appear desirable that this spirit of cooperation should be 
further extended in transactions affecting counties and cities. 

Administratively speaking, I would say that the Bureau of Public 
Roads and the State highway departments are well organized to meet 
the task at hand. While many States are plagued ‘with personnel 
shortages and financial problems, I am confident that these will be 
overcome. 

An area of administration which could perhaps be improved is the 
working relationships between county highway organizations, State 
highway departments, and the Bureau of Public Roads. While cer- 
tain cooperative procedures now exist, the magnitude of the problems 
arising out of the new expanded program would seem to indicate the 
desir ability of a review of existing procedures with the viewpoint of 
expanding and strengthening county representation in the overall 
program. 

Generally speaking, good progress has been made by industry in 
expanding its production facilities to meet the requirements of the 
new highway program. We are confident in the ability of the road- 
building industry to proceed with the accelerated rate of construc- 
tion with maximum efficiency and economy. 

There are two specific items I would like to mention briefly before 
turning this presentation over to General Prentiss. One is the prob- 
lem of standardization of bridge design, and the other is that of ac- 
quiring rights-of-way. 

In view of the vast number of structures contemplated for the In- 
terstate System alone, which I understand are estimated to exceed 
300,000, substantial economies in both time and dollars could be ef- 
fected by greater utilization of standard bridge design. The indi- 
vidual design of structures involves a tremendous amount of engi- 
neering, is expensive and time consuming, and precludes the possi- 
bility of setting up a program for prefabrication. 

I might add right there that if we can get into mass production, 
such as the automobile industry, on some of these steel shapes and 
forms, and have a standard design, we would be able to go much 
faster in obtaining steel. 

Senator Gore. Would that be possible ? 

Mr. Ropertrson. Yes, sir. 

Senator Gore. Nationwide or statewide? 

Mr. Rosertrson. You heard yesterday Mr. Volpe state that we 
would interchange the plans with States as to bridge structures. I 
believe we could set up the standardization of the smaller bridges, 
anyway, and have a standard throughout the country. 
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Senator Gore. Are you including viaducts in your term “bridges” ¢ 

Mr. Rozertson. Yes, sir. 

Senator Gore. Overpasses ? 

Mr. Rosertson. Yes, sir, all types of structures. When I say 
“bridges” I mean all types of structures. 

Senator Gore. In other w ords, you think it would be possible to 
develop a standard with certain widths of span ? 

Mr. Ropertson. Yes, sir; I do. 

Senator Gore. What difficulty have you had, if any, with respect to 
steel availability ? 

Mr. Rosertson. I have been very fortunate, Mr. Chairman, in be- 
ing able to get the steel for work here in the District of Columbia. 
Right now I have permission from the Bureau of Public Roads to 
buy steel for my first project, that is our own department will buy 
the steel and have it on hand. I should say my second project, not 
the first. So I will have it on hand when [f let the contract. By the 
time it takes to process the contract and get going, I will have all that 
time in my favor in getting the steel. 

Senator Gorn. Are you able to buy the steel or do you think you 
will be able to buy it from the steel mills, or will you have to go to the 
warehouses ¢ 

Mr. Roserrson. [ think I will be able to get it from the steel mills. 
I haven’t gotten that far but that is what I proposed to do. 

Senator Gore. What length of time will you hold the steel before it 
is used ¢ 

Mr. Rornertrson. Mr. Chairman, that depends on the size of the job, 
how long you will hold the steel, how much preparatory work you 
have to get into before you get to the actual erection of the steel. Re- 
inforcing steel I understand. in this area anyway, is not in short sup- 
ply. But as far as structural sh: apes are concerned, they are of course 
are made up after you get your plans approved and sent ahead to the 
-— 

Taking into renee the amount of work that we have to do here 
in the District, 1 dou't believe we will have too much trouble with 
steel. But, on some of our bridges across the Potomac River, we are 
asking for pre-stressed concrete design as well as steel design, believing 
we will have a sav ing with the keen competition, and also ‘that we will 
be able to vet our materials maybe a little faster. 

Senator Gorr. Thank you. You may proceed. 

Mr. Rosrrtson. The second item—the acquisition of right-of-way— 
presents a problem of a long-range nature. In many “States time- 
consuming legal procedures will be involved and perplexing political 
problems will have to be ironed out. We will need a vast amount of 
educationa! work at the local level to obtain public acceptance of con- 
trolled access highways. I might say, at this point, one provision of 
the 1956 act will save many millions of dollars. That is the provision 
encouraging the advance acquisition of rights-of-way, provided con- 
struction follows within 5 years. 

During the past year the American Road Builders’ Association has 
undertaken a vast expansion of our services, which is designed to help 
gear the supply of equipment, materials, and manpower to the require- 
ments of accelerated highway construction. We are particularly 
qualified to serve in a liaison capacity between the governments and the 
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industry on these matters. Our efforts will continue to be devoted 
vigorously to this end. 

In conclusion, Mr. Chairman, I would like to acknowledge your out- 
standing leadership and the great foresight of the Senate Committee 
on Public Works in writing a measure which is designed to go down 
in history as the greaiest single contribution to the economic welfare 
of our Nation yet to be placed upon the status books. Not only will 
the great Interstate System provided for in the act of 1956 make pos- 
sible a new high standard of living, but it is very necessary for the 
defense of our Nation. 

I was hoping, Mr. Chairman, that more members would be here 
this morning because I want to issue an invitation, to the Public 
Works Committee members to come to the ARBA road show in Chicago 
on January 28. If you will kindly extend the invitation to the rest of 
the members of your committee we would be happy to have them. It 
runs from January 28 to February 2. It is the greatest road show 
ever held in the country or in the history of the world and I think it 
would be well worth seeing. 

Senator Gore. “Road show” has a connotation subject to interpre- 
tation. What particular section would you like us to attend ? 

Mr. Rosertson. This is a convention and road show that—— 

Senator Gore. All conventions have road shows. 

Mr. Rosertson. Yes, sir. We will be showing equipment of all 
types, shovels, cranes, and so forth. 

Senator Gore. What particular type of equipment do you want us 
to see? 

Mr. Rosertson. All types of modern road building machinery. 

Senator Gore. This committee is interested in equipment. 

Mr. Ropertson. Yes, sir. 

Senator Gore. More seriously, it might be something that the whole 
committee would like to attend. 

Mr. Roperrson. I am sure it would. It will be one of the greatest 
exhibits ever held. 

Senator Gore. Who sponsors it ? 

Mr. Rosertson. The American Road Builders’ Association. 

Senator Gore. Is it strictly a demonstration of construction equip- 
ment ? 

Mr. Ropertson. Yes, sir. Construction equipment and materials 
and supplies for this great program. It will show what the industry 
is doing. There will be some technical booths there, including the 
Army and Navy and other Federal agencies. Genera] Prentiss can 
give you more details on that because he will run it. It will be of 
interest to every member of this committee, and we cordially invite 
you to come and see the show. 

Senator Gore. Thank you very much. On behalf of the committee 
I wish to thank you for the invitation and also for your generous 
references to the bill which this committee sponsors. 

Before interrogating you on your statement I would like to inquire 
what you have done and what you plan to do with respect to the 
proposed bridge across the Potomac River. You remember it ran 
into some difficulties in the Senate at the close of the last session, the 
drawbridge so to speak. I hope that you have changed your plans 
and that the drawbridge is not planned. 
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Mr. Rosertson. Mr. Chairman, of course you know the history on 
that subject. The Commissioners are sending up the same amend- 
ment that they sent up last year which would be for a fixed span. 

Senator Gorr. The Commissioners are opposed to more drawbridges 
across the Potomac? 

Mr. Rosertson. The Commissioners believe if the bridge is high 
enough, and has enough vertical clearance, that we will not have to 
have any more drawbridges. 

Senator Gore. A drawspan seriously interferes with the flow of 
traffic, from my own observation. Is that true from your observation 
and knowledge ? 

Mr. Rosgertson. It is true to the extent that they use the river for 
navigation. We have been able to control that to some degree now 
by having a 6-hour notification period. And we do not keep operators 
on the bridge at all times. We move them from one bridge to the 
other. We have been able to control it so that it will not interfere 
too much with the traffic. But everyone knows, when you open a 
draw it takes about 8 minutes I believe, the exact time, to let the boat 
through. That is actually open and close—4 minutes open and 4 
minutes close. That will interfere with traffic on the Potomac 
River that is carrying 244,000 vehicles every day on the 19 lanes that 
we have there. And whenever you open and stop them, just one car 
could break down and it will tie up traffic from Virginia to Washing- 
ton for miles. 

When you open up a draw and tie up 4 or 3 lanes or whatever you 
have on the bridge, it is bound to tie up traffic. 

Senator Gore. Have you made a survey of the possibility of acquisi- 
tion of the navigation rights and property to the extent that the 
property would be affected by navigation rights above your bridges? 

Mr. Roprrtson. No, sir; we have not. 

Senator Gore. What direction from this committee would you need, 
or from some other committee, to make such a survey ? 

Mr. Ropertson. Just a direction to the Commissioners of the Dis- 
trict of Columbia to make it and it would be made. 

Senator Gore. That is a matter we will consider in executive session. 

It may be that the committee will ask you to make that survey. 
This becomes an increasingly difficult problem and with the construc- 
tion of the Interstate System, with the growing population in this 
metropolitan center and consequent growing traffic, it becomes a 
larger ee even with the existing drawspans, not to speak of the 
possibility of construction of more. 

So the committee will, in executive session, consider requesting the 
Commissioners to make such a survey. 

Senator Kerr? 

Senator Kerr. No questions. 

Senator Gore. Senator Hruska ? 

Senator Hruska. No questions. 

Senator Gore. Senator Scott ? 

Senator Scorr. No questions. 

Mr. Rosertson. One thing I would like to add, Mr. Chairman: 
We widened the Key Bridge from practically 3 lanes to 6 lanes and 
removed the car tracks, making a 6-lane bridge by cantilevering the 
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sidewalks. The traffic decreased only a half of 1 percent while it was 
being constructed under traffic. 

Senator Gore. The committee wishes to welcome Senator Rever- 
comb, formerly chairman of this committee. Welcome to the com- 
mittee, Senator Revercomb. I am sure you know the gentleman who 
is now testifying. 

Senator Revercoms. Thank you, Mr. Chairman. 

Senator Gore. Will you proceed, Mr. Robertson ? 

Mr. Rosertson. We have going across the Potomac River more 
traffic than goes across the Hudson River from New Jersey to New 
York, and that it is an absolute necessity for us to construct more 
bridges, and soon. 

As you know, on the Constitution Avenue Bridge Congress gave us 
approximately $3 million, $4 million of District of Columbia funds 
and $4 million from Federal-aid. I am ready to start the consultant 
en the detailed plans for this project, so we would like very much to 
push this if possible. 

We also have another bridge to replace, the second Highway 
Bridge, which is an old structure over 60 years old, with an old 
swing span that you almost hold your breath when it opens. Parts 
are not available and have to be made by hand now, when they break. 
We do need to replace that bridge and hope to start it within this 
year. This bridge will be built just upstream from the existing bridge 
and will not interfere with any of the traffic until the last day when we 

make the connection into the existing roads on each side. 

So, there is a need for more bridges over the Potomac River. Also 
the Jones Point Bridge is badly needed. The District is planning 
of course, to connect with the Jones Point Bridge from East C apitol 
Street and Kenilworth Avenue down the Anacostia River to the Dis- 
trict line and Maryland will connect and tie in with the Jones Point 
Bridge. 

I urge you, Mr. Chairman, and your committee, that it is very 
serious here in the Nation’s capital to have only 19 lanes across the 
Potomac River carrying 244,000 plus vehicles every 24 hours. 

Senator Gore. Is your larger population growth in the metropolitan 
area occurring in Virginia or Maryland? 

Mr. Rozerrson. I don't know exactly. But I can tell you that we 
have over 700,000 trips coming in from Maryland and Virginia, every. 
day. That isn’t 700,000 vehicles. 

Senator Gorr. Have you made studies to determine the flow of 
traffic through the District of Columbia? Essentially through traffic, 
not indigenous traffic of people going to their jobs, I mean people 
going from Virginia to New York or Texas to New York, and vice 
versa. Have you madea study of that? 

Mr. Rogertson. Yes, sir, some time ago. And we found out that 
it was only 10 percent that wanted to bypass the Nation’s capital. What 
we are proposing now is to build an innerloop around the downtown 
area, an intermediate loop about the District line, and an outerloop 
in Maryland and Virginia, which will bypass Washington of all traffic 
that has no business to conduct in the District, and does not want to 
come to the Nation’s capital. 

But a lot of people on the way from Maine to Florida want to stop 
by here and see their Congressmen or Senators, to see some of the 
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new Government buildings, and to see where the taxes are being spent. 

Senator Scorr. Mr. Chairman, I would like to ask him, when they 
do come here do they ever find out where the money goes ? 

Senator Gore. Will you respond ? 

Mr. Ropertson. I couldn’t answer that. 

Senator Gore. I am surprised at the 10-percent figure. I would 
have thought that it would have been larger because the Northeast- 
Southwest traffic lanes lead across the Potomac into the Washington 
area. I would have thought that the 10-percent figure would have 
been larger. 

Mr. Rosertson. That is what we found on the survey we made 
sometime ago, 10 or 12 years back, before I was made Director. We 
haven’t made it since. I would say this, in constructing this inner- 
loop around the downtown area, we believe that about 25 percent of 
the traflic can be removed from the downtown area that does not 
have any business there, just the type traffic that you are talking about 
that goes through the town. 

Senator Gore. Do you think by this circumferential route you 
can reduce downtown traffic by 10 percent ? 

Mr. Rosertson. The innerloop, yes, sir. We believe we can take 
out 25 percent of the traffic. That will allow the merchants of course 
to attract more people into the downtown area to do business. Twenty- 
five percent or more of the traffic that goes through the downtown 
area now has no business going through there. 

Senator Gore. And would perfer not to. 

Mr. Rosertson. And prefer not to, yes, sir. In building the Jones 
Point Bridge you would be south of Alexandria, come across the Po- 
tomac River and up the east side of the Anacostia River, not com- 
ing into Washington at all. When Maryland completes their cir- 
cumferential highway traffic won’t even have to come into the Dis- 
trict. It can continue around that circumferential and tie into the 
Washington-Baltimore Parkway or the Annapolis Freeway or any 
of the roads in Maryland. 

Senator Gore. Commissioner, I have one more question and I will 
then defer to my colleagues. Would you give us your experience in 
the acquisition of rights-of-way under the new program? I am par- 
ticularly concerned with the cost in the metropolitan area and with 
the limitation of access and frequency of exit points. 

Mr. Rorerrson. I can only give you the experience that I have 
had here in the District of Columbia. I am very fortunate to have 
wide rights-of-way in the District of Columbia. 

Senator Gore. Already acquired ¢ 

Mr. Rogerrson. Already acquired. We also have a plan of streets 
that is shown on a master map. 

If I have to acquire any property my first move is of course to get 
the Corporation Counsel to file it in court. Before he takes it. to 
court he contacts the owners, and tries to negotiate a price. We have 
a Real Estate Board, and a Real Estate Committee, and also hire 
enough appraisers to give us a fair price. We, as you know have the 
assessed value of the property, and know what taxes are being paid. 
If we can get a fair and reasonable price, and the Real Estate Board 
will approve the price, then I recommend it to the Commissioners. 
They are very conservative; and don’t give any big prices. It takes 
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me about 1 year to condemn property and actually get it into our 
hands to go ahead with the project. But I don’t have the problem 
these other fellows have. On Kenilworth Avenue we had to go to 
court, the job is proceeding on schedule and is one of the Interstate 
me. The project will be completed sometime in the spring. I don’t 
2zave the difficulties that the States and other cities are having. We 
have a pretty good setup here. 

Senator Gore. Senator Neuberger ? 

Senator Neusercer. No questions. 

Senator Gorr. Senator Revercomb ? 

Senator Revercoms. No questions. 

Senator Gore. Commissioner Prentiss, do you have a statement ? 

General Prentiss. Yes, sir, which I would like to file for the record. 

Senator Gore. Thank you, Mr. Robertson. We appreciate your 
statement. 


STATEMENT OF GEN. LOUIS W. PRENTISS, EXECUTIVE VICE 
PRESIDENT, AMERICAN ROAD BUILDERS’ ASSOCIATION 


General Prentiss. Four years ago, when I was Engineer Commis- 
sioner of the District of Columbia, the same record that I heard Jack 
this morning read to the committee is one that we played to the District 
Committee urging the necessity for bridges across the Potomac River. 
The only change that I could gather in the remark that he made this 
morning and the remarks which we made 4 years ago was that the 
volume of traffic over the Potomac River now has increased from about 
206,000 vehicles a day to 244,000 vehicles a day. At that time we 
felt we were rapidly approaching a point of complete capacity on 
our bridges. Of course capacity is a matter of opinion, how long 
people want to wait to get across the bridge. 

The Cuatrman. Haven’t you authority to build a bridge now ? 

General Prentiss. I think there are still some administrative prob- 
lems that have to be cleared up, that Mr. Robertson has been 
working on. 

The Cuatrman. I know some of the interested politicians in Vir- 
ginia have built the bridges already. But what is the trouble? What 
is delaying the construction of those bridges ? 

General Prentiss. I will have to let Mr. Robertson answer. 

Mr. Rosertrson. Mr. Chairman, we are waiting now for an amend- 
ment, from the Congress, to put the bridge back on Roosevelt Island, 
where I recommended it 5 years ago. It has been moved up and down 
the river many times. Finally Congress did pass an act authorizing 
the Commissioners to construct a bridge off the island, which was just 
downstream from the island, to satisfy the Roosevelt Memorial people 
who said we couldn’t cross the island. Last year we asked for per- 
mission, after everybody had agreed, including the Roosevelt Me- 
morial Association, to put the bridge across the island. So we asked 
for an amendment from the Congress to put the bridge back up on 
the island. And due to other business last year it was not passed. 
But we hope to get it very soon. 

The CHatrmMaNn. Has the amendment been introduced in this 
session ? 

Mr. Rosertrson. I am told by the Corporation Counsel that it has 
been sent up here. 
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Senator Gorn. Senator Revercomb? 
Senator Rrevercoms. Having just become a member of this com- 
mittee, and being a little late at the meeting, I want to address this 
question to you for my own understanding of this hearing this morn- 
ing. Do I understand that you desire to tie into the national pro- 
gram at 41,000 miles the construction of roads in which you are in- 
terested, leading into the District of Columbia? Are you here to 
make the roads of which you speak a part of the 41,000 mile plan? 

Mr. Rosertson. We have in the District, 814 miles on the Inter- 
state System, on the inner loop. Our interstate mileage totals 28.4 
miles. The bridges I spoke of are on the Interstate System tying 
into interstate routes in Virginia. 

So they would be part of the overall plan; yes. 

Senator Revercoms. In other words, you have only 814 miles al- 
located to the District of Columbia ? 

Mr. Roserrson. That is correct, sir. 

Senator Revercoms. When you speak of the national road program 
of 41,000 miles, you are speaking of the 814 miles that come out of 
that 41,000? 

Mr. Ropertson. Yes, sir. 

Senator Gore. I have one additional question along that line. Have 
you requested an additional designation over and above that which 
has already been designated? Have you asked for any part of the 
1,000-mile addition which the Congress made? 

Mr. Rosertson. Yes, sir. 

Senator Gore. How much. 

Mr. Rosertson. Two and four-tenths, I believe. 

Senator Gore. That has not yet been designated. 

Mr. Roserrson. No, sir. I gave Senator Revercomb the wron 
figure. The figure is 28.4 of Interstate System in the District, and 
we have 24.7 miles finally approved. The difference is what we are 
asking for now. 

Senator Gore. That 28 figure does not include the two and one-half 
additional which you have requested ? 

Mr. Rosertson. No, sir. 

Senator Gore. Do you feel that the 214 miles is seriously needed? 

Mr. Roverrson. Yes, sir. And I sent a letter today to the Bureau 
of Public Roads requesting their approval. We had to make a study 
and it has just about been sanetial. so that we can now proceed. 

Senator Gore. Senator Neuberger? 

Senator Neupercer. I hope you will pardon my ignorance and in- 
experience on this. Do I understand that you have to have an act 
of Congress before you can locate or relocate a bridge leading into 
the District of Columbia across the Potomac River? How does that 
correspond to the authority the various State See commissioners 
have? Do they require acts of their legislature before such locations 
are made, or is there discretionary authority within the commissions? 

Mr. Rosertson. I believe it is both ways but I believe the majority 
of them leave it to the State highway commission, but of course they 
have to get the appropriation from the State. 

Senator Neupercer. I understand that. I was in our State legis- 
lature. But I didn’t recall ever that we had to specifically locate a 
bridge before the Oregon State Highway Commission for example 
would even build a bridge across the great interstate river like the 
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Columbia. They might have to have the authorization to build a 
bridge itself but: then they could locate it at the most feasible point 
for traffic, engineering, channels and so on. I am curious as to why 
you-need all this statutory action here in the District. Iam relatively 
new here. 

Mr. Rosertson. Senator, I guess we need it because this is the Na- 
tion’s copia. That is the only answer I can give you. But we do 
have to get approval from a lot of different people i in the District of 
Columbia, including the Commission on Fine Arts and the National 
Capital Planning Commission, and of course the Congress and the 
Commissioners, before we can actually proceed. That is the law, and 
the only answer I can give you is that this is the Nation’s capital and 
that is the way the law has been written. 

Senator Neusercer. Thank you. 

Senator Gore. Mr. Commissioner, in furtherance of the question of 
Senator Chavez and also Senator Neuberger, you do now have au- 
thority without further legislation to proceed with the construction of 
a bridge at a site slightly down the river from the site which you now 
prefer ¢ 

Mr. Rosertson. Yes, sir. 

Senator Gore. In view of the great need for additional traffic lanes 
across the Potomac, possibly requiring several rather than one bridge, 
why do you not proceed with the construction of a bridge at the site 
on which you already have ample authority ? 

Mr. Roserrson. Mr. Chairman, the commissioners believe that we 
have a better location on the island. And now that everybody has 
agreed they are asking the Senate and House to change the location 
of the bridge. 

Senator Gore. You have everybody in line except for the demand 
for a draw span. And I doubt that the Senate will approve another 
drawbridge across the Potomac River over which already 244,000 
vehicles cross each day. 

The CHarrman. Not only that, they came here and asked authority 
to construct a bridge and they justified it. Evidently it is to be located 
at the proper place because they asked for it and they were given the 
authority. But they are not building a bridge. 

Senator Kerr. May I ask a question? 

The CHatrmMan. Certainly. 

Senator Kerr. I understood the Commissioners as far as they were 
concerned wanted a bridge over the island location all the time, and 
it was moved not at their request but they acquiesced in it because of 
opposition and without an act by Congress they could not move it. 

Mr. Rosertson. Yes, sir. 

Senator Kerr. And now the opposition to the location you have 
always favored has been harmonized and both those who opposed and 
you who have always wanted it at this location are now asking Con- 
gress to authorize placing it where you have always felt it should be. 

Mr. Roserrson. That is correct, sir, with one exception, which is 
very slight. John McShain built an apartment on the Virginia side, 
and forced me to put a little curve on the Virginia approach whic h 
doesn’t hurt anything. 

Senator Gore. Do you think both sites are likely to be used for 
bridges in the foreseeable future ? 
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Mr. Rovertson. No, sir. Never. You see the whole idea is that the 
Planning Commission and Fine Arts Commission feel we were get- 
ting too ‘close to the Memorial Bridge. That is why they want to put 
the bridge back on the island. It was the Roosevelt Memorial Asso- 
ciation that didn’t want us to cross the island. They had the right, 
by law, to say that we couldn’t cross it. So we had to come to Congress, 
and the compromise was that we would build it just downstream, 
touching the tip of the island. 

Senator Gore. At the first occasion of which there is an executive 
session of the committee, and I understand there will be an organi- 

zational meeting next w eek, I will submit to the subcommittee or the 
whole committee, as the case may be, the suggestion to which we 
earlier referred, that this committee direct the Commissioners to make 
a study of the feasibility and cost of acquiring all navigational rights 
above a certain span height above all the spans over the Potomac 
River. 

Mr. Rorertson. Yes, from the 14th Street or Highway Bridge up- 
stream. 

Senator Gorn. Are there further questions of Mr. Robertson? If 
not, General Prentiss, you may proceed. 

General Prenriss. Mr. Chairman and members of the committee. 
Since this is my first appearance before your committee I would like to 

qualify myself as a witness by stating that I am executive vice presi- 
dent of the American Road Builders’ Association. I retired from 
the Army last spring after 35 years of service last April and have 
been with American Road Builders’ Association ever since. During 
my service in the Army I served as both district and division engineer 
in charge of large civil and military construction programs. T also 
served as the Engineer Commissioner of the District of Columbia. In 
the latter capacity I had the pleasure of appearing before several mem- 
bers of this committee in behalf of the public works bill for the Dis- 
trict of Columbia in 1954. My last station in the Army was in com- 
mand at the Engineer Center at Fort Belvoir, Va. 

I will present a current review of the findings of the construction 
task force and the materials task force of the American Road Builders’ 
Association as they relate to the industry capacity. The chairmen of 
our other two task forces have already reported on engineering and 

equipment. 

One of the greatest benefits to the Nation of the 1956 Highway Act 
is the requirement that the Bureau of Public Roads and the State 
highway departments develop long-range comprehensive coordinated 

and standardized plans for the 41, 000-mile Interstate System, with 

capacity to accommodate the traffic of 1975 and to protect this capacity 
by prescribing controlled-access characteristics. This action on the 
part of Congress demonstrated outstanding foresightedness and ap- 
preciation of highway needs. There are » several important studies or 
reports required by the 1956 act. Each is germane and justified. 
When completed, they will make possible realistic programing and 
planning and further sound legislation. Congress and your commit- 
tee, especially, Mr. Chairman, should be complimented ‘for requiring 
these major studies and actions to be taken. 
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CONSTRUCTION TASK FORCE 


In 1956, the highway industry accomplished approximately $5 
billion of new highway construction, an increase over the $4.8 billion 
in 1955. The forecast for 1957 is $5.6 billion. The conclusions of our 
task force on construction last year were that the more than 6,000 
contractors now engaged in highway work had a capability with 
existing forces of accomplishing an annual program of $8.8 billion. 

During the past year greater interest has been shown in highway 
work by many contractors because of the size and continuing nature 
of the program. This greater interest, coupled with more efficient 
equipment which has been developed and which will be on display at 
our big, national road show of highway machinery in Chicago later 
this month, has given the contracting industry an even greater poten- 
tial capacity. 

During the first 9 months of 1956 there was an average of 5.6 
bidders per Federal-aid contract. During this period the bids on 
$1,057 million of work placed under contract were $43.3 million below 
the engineers’ estimates. Highway contractors are, therefore, ready 
to take on more work and their bid prices have been favorable to the 
contracting agencies. I see no reason to raise a single serious question 
about the contractors’ capacity. I believe, however, that there are a 
few administrative actions which could be initiated in the interest of 
increased contractor efficiency, a reduction in contractor credit re- 
quirements, and hence a saving to the taxpayer. ‘These are as follows: 

(a) Reduce the time required to pay contractor partial-payment 
vouchers. Detailed time-consuming checks can be made after pay- 
ment with any necessary adjustments made in subsequent vouchers. 
Contractor payment vouchers should be given priority handling. 

(6) Limit retained percentages of 10 percent to payments for the 
first 50 percent of the project. If half of the work has been success- 
fully completed, no additional retentions are needed to protect the 
State. 

(c) Encourage the use of aerial photography and photogrammetry 
to compute final pay quantities. By so doing it is possible that 60 to 
90 days’ delay in paying a contractor’s final voucher can be elimi- 
nated. Additional technique as well as contractor education is 
indicated. 

(2) Where delays in final payment exceed 60 days after acceptance 
of work, the contractor should be paid interest after 60 days for the 
money due him. 

(e) Highway specifications developed over a period of years include 
equipment performance limitations that may have been appropriate 
for the roadbuilding art as then developed. The road equipment ma- 
terial and contract industries have since made great progress but they 
are sometimes limited by the earlier specifications. 'The modern trend 
is to write specifications around results and to allow the contractor a 
greater choice of methods and equipment to produce those results. A 
greater use of result-type specifications would encourage ingenuity 
and enterprise and tend to lower construction costs. 

As an example, an equipment manufacturer recently developed a 
new paving machine that can finish paving at almost double the speed 
provided in earlier specifications. Fe will now be required to go to 
the expense of demonstrating to each State highway department his 
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new machine in order that the specifications may be changed. It 
would appear that if satisfactory performance on a Federal-aid 
project is demonstrated in any one State, the Bureau of Public Roads 
should be able to authenticate this performance te all States. It is 
recommended that planning funds be used to review all specifications 
and the Bureau of Public Roads take the initiative to secure result 
specifications as far as possible on Federal-aid projects. 

With reference to item (e) I believe if we were to have a greater 
use of result-type specifications, that we could increase the efficiency 
of highway operations by an earlier incorporation of equipment im- 
provements into highway construction. 

The Cuatrman. Do you have to consult the individual State high- 
way authorities as to those specifications ? 

General Prentiss. Yes, sir. At the present time, a manufacturer, 
such as in the example I mentioned, has to obtain approval for the 
use of the equipment and have authority for such use and have incor- 
porated in the specifications of the 48 States and the District of 
Columbia. 

This recommendation is: If it once is demonstrated that the equip- 
ment can perform in a satisfactory manner on a Federal-aid project 
in any one State, the Bureau of Public Roads be permitted to certify 
that equipment to the other 48 States so that it can be incorporated 
there without putting our manufacturers to the expense of shipping 
equipment for experimental purposes into all 48 States. 

Senator Hruska. General Prentiss, isn’t that something that the 
American Association of State Highway Engineers could be helpful 
In ¢ 

General Prentiss. I think that they can, yes, sir, and I think that 
they probably will be very much interested in that. I haven’t dis- 
cussed it with Mr. Alf Johnson, who is here, but I think it would be 
a point that he will be interested in. 

Senator Kerr. General, would you explain paragraph c, page 3? 

General Prentiss. At the present time, in computing final payments 
for a contractor, where he is paid on a unit quantity basis, they have 
normally resorted to a final survey and computations to determine 
exactly the quantities of cut, fill, rock removal, and so forth, to which 
he is entitled. There has been developed this system of aerial photog- 
raphy and photogrammetry, coupled with electronic computers, that 
makes it possible in a matter of days to accomplish what heretofore 
has taken a matter of weeks or months to do by a manual method. 

In my opinion greater emphasis throughout the States in develop- 
ing techniques for utilizing these developments, together with an 
education of our contractors as to the accuracy and fairness of this 
system, will cut down on the time required today for final payment. 
And, if we can cut down on the time for final payment, we cut down 
on the amount of credit that contractors need, the interest they have 
to pay, and hence we hope it will result in a reduction. 

Senator Kerr. Wouldn't that be a matter that of necessity would 
have to be considered and acted upon by the State highway depart- 
ment ¢ 

General Prentiss. Yes, sir. 

(f) In administering section 115 of the Federal-Aid Act of 1956 
which provides for wage predetermination on interstate highway 
contracts, the Department of Labor is requiring submission of weekly 
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payroll reports to State highway departments, presumably for audit 
against approved wage rates. As this program starts to roll there will 
be literally thousands of highway payrolls submitted each week. Our 
egntactor members feel that this procedure already creates an un- 
necessary and expensive administrative burden on them as well as on 
the ee ernment agencies involved. We question the need for it. 

I understand that the elimination of this requirement is under con- 
sideration by the Department of Labor and the Bureau of Public 
Roads. We are interested in its revocation because most highway con- 
tractors are small-business men. They have an average of not more 
than 10 permanent employees. This particular requirement of weekly 
payrolls becomes a heavy burden on them. 


MATERIALS AND SUPPLIES TASK FORCE 


A careful review of our 1956 report indicates that there should be 
no shortage of most of the materials needed for highway construction. 
Events of the past 12 months have not created new conditions to 
change these findings. The items that are in adequate supply include: 
crushed stone, sand and gravel, slag, lumber, timber products, clay 
products, petroleum products, explosives, traffic signs, and markings. 
The critical items which require more comment are steel products and 
cement. Except for steel products and cement, we foresee no difficulty 
in obtaining other materials that go into the construction of the road. 

Senator Gore. This is the first witness who has indicated a possible 
shortage of cement. Others have indicated difficulty with steel. Will 
you elaborate on that? 

General Prentiss. I would like to elaborate in detail on both of 
these because I think both of these are essential. 

Senator Gore. Fine. 


STEEL AND STEEL PRODUCTS 


General Prentiss. The steel strike of 1956 upset delivery schedules, 
delayed certain projects, aggravated an already tight production situ- 
ation, and created shortages of structural shapes and plates. 

In approaching the problem of steel availability, I think that it is 
necessary to realize that the highway industry must compete with 
all other-steel users for its steel] requirements. I do not know of 
any way that we can approach the determination of avilability for 
the highway program except on the basis of total industry capacity 
and total steel requirements. We have, however, made a determina- 
tion of the highway industry’s steel requirements by categories of 
steel products as an aid to the steel industry in planning expansion. 
The most recent review of these requirements is included in our latest 
materials task force report. Unanticipated steel requirements result- 
ing from the present critical international situation may have marked 
effect on the avail: ibility of certain types of steel for highway uses 
if priority should be given to steel for the shipbuilding industr vy. 

Senator Krrr. Will you repeat that ? 

General Prentiss. Unantieipated steel requirements resulting from 
the present critical international situation may have a marked effect 
on the availability of certain types of steel for highway use if priority 
should be given to steel for the shipbuilding industry. 
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In other words, I have reference to structural plate and structural] 
shapes. 

Senator Gorn. Tankers. 

General Prentiss. For manufacture of tankers. 

Senator Hruska. Isn’t it a fact, General, that decision has been 
made not to give the shipbuilding industry a priority? Wasn’t that 
done last week ? 

General Prentiss. It is my understanding there have been no pri- 
orities established. However, such decisions are, as I say, unantici- 
pated. 

I believe, therefore, that the sound approach is to look at the overall 
capacity of the steel industry and each of its component parts affect- 
ing the highway program. 


Basic steel 


Rated capacity (ingot steel) : Million tons 
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EARS \ Wig TORO ccna erect ccna Ra do tcc conga ceneregr orsanete teats cade a 133 

Rated capacity projected to 1959: Jan. 1, 1959._................--..--.... 143 

Total steel requirements (ingot tonnage) for the highway program— 
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Senator Gorr. Can you project that or do you project the require- 
ments of the program to succeeding years when the program will have 
greater requirements ¢ 

General Prentiss. In our task force studies, which we will furnish 
the committeee as soon as the 1957 edition is completed, we show the 
steel requirements per billion dollars of highway construction as an 
average steel requirement. So, as the program steps up, that steel 
requirement can be computed and shown. 

Senator Revercoms. May I ask a question ? 

Senator Gorr. Certainly. 

Senator Rrvercoms. I notice on basic steel, the overall capacity of 
the steel industry, there was an increase from 1957 to 1959, from 133 
million tons in 1957 to projected for 1959, 143 million tons. On what 
is that based? More plants? What information do you have on which 
that projected figure may be made ? 

General Prentiss. That is the figure arrived at by our industry task 
force committee which made a detailed study and analysis of the steel 
industry. 

In our 1956 report they forecast the future capacity of the industry 
based upon plans for expansion which were made known to them as 
part of their study. 

Senator Revercomn. Does that contemplate more plants? It natu- 
rally would; would it not ? 

General Prentiss. This is basic ingot steel. Therefore, it would 
reflect the construction of furnaces that are necessary to produce the 
ingot steel. 

Senator Revercome. Is that based upon a plan revealed by the steel 
industry ¢ 

General Prentiss. That is my understanding. We had Mr. Harold 
M. Ridlon, assistant director of commercial research of United States 
Steel Corp., as one of the members of our task force. He worked 
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with his part of the materials industry in assisting in the collection 
of this material. 

Senator Gore. This possibility of a critical shortage of steel looms 
as a threat to the completion of this highway system on schedule and 
it is something to which this committee will, I am sure, want to give 
very careful consideration. 

General Prentiss. Mr. Chairman, our task force, in its 1956 edi- 
tion, broke down the requirements for each category of steel for each 
$1 billion increase in the highway program. That material we will 
make available for the use of your committee. I think we have 
already furnished it. 

Senator Gore. I asked you a few moments ago if you could project 
the requirements of steel into subsequent years, and you said that the 
task force could do it. 

General Prentiss. We can. 

Senator Gore. Can you give it to us now? In 1960, for instance. 
You say in 1957, 2.3 million tons will be the requirement. What will 
the program require, total program— interstate, primary, and second- 
ary? In other words, the highways provided in the 1956 act, they will 
require in your opinion how much steel in 1960? 

General Prentiss. May I answer it this way: Not knowing how 
much will be built in 1960, the steel requirement has been developed 
on the basis of the amount of steel required for each billion dollars 
of highway construction as the volume of work increases. And that 
for steel is 510,000 tons for each billion dollars of highway construc- 
tion. 

Senator Kerr. According to this estimate, for $5 billion in 1956 
it will be 2.1 million tons, and for $5.6 billion in 1957 it will be 2.3 
million tons. It goes up 200,000 tons, doesn’t it, for a half billion 
dollars? If it goes up a billion dollars it will apparently go up 
400,000 or 500,000 tons a year. 

General Prentiss. 510,000 tons a year. 

Senator Kerr. Per billion ? 

General Prentiss. Per billion. 

Senator Kerr. Then, if the figure goes up to $6.6 billion in 1958, 
your estimate will go up another half million tons? 

General Prentiss. Yes, sir. 

The Cuatrman. Have you projected for 1957, 2.3 million tons? 

General Prentiss. Yes, sir. 

The Cuarrman. What will it be in 1958, 1959, and 1960? 

Senator Kerr. He said he doesn’t know because he doesn’t know 
how much money he will spend. 

Genera] Prentiss. It will go up on the basis of 510,000 tons for each 
additional billion dollars of highway construction. _ 

Senator Kerr. If we knew what the Congress and other agencies 
would provide in money, whatever they add to the $5.6 billion, then 
your formula could easily be applied. 

General Prentiss. From the above it can be seen that the forecast 
of total steel requirements of the highway industry for 1957 repre- 
sents less than 2 percent of the rated capacity of the industry. The 
expected increase requirements of 200,000 tons for highways rep- 
resents only 4 percent of the increase of rated capacity of the steel 
industry between January 1, 1956, and January 1, 1957. 
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In the absence of overall steel requirements it is impossible to be 
assured that there will be steel enough to go around. However, the 
ratio between the increased capacity of the industry and the modest 
increase in highway steel requirements for highway use would lead 
me to believe that the situation in 1957 will not be substantially worse 
than in the latter half of 1956 unless international developments 
necessitate the further diversion of steel to other uses. 

Senator Gore. General, when you refer to the highway program de- 
manding only 4 percent of the increase, are you confining this to the 
1956 act or are you including all highway activities of the States 
separate and apart from the Federal-aid program ¢ 

General Prentiss. That is all construction, all of the construction 
of the highway industry. 

Senator Kerr. Your estimate of the increased demand for steel is 
based upon your estimate of the overall increase in roadbuilding? 

Genera] Prentiss. Roadbuilding only; yes. 

Senator Gorn. Thank you very much. 

General Prentiss. Structural shapes: For the past 2 years struc- 
tural steel shapes have been in short supply. Delivery dates which, 
in 1955, were generally 12 ot 13 months after receipt of order have 
recently in some instances been extended to 21 months. These delay 
periods are not the result of a shortage of rolling capacity within 
the industry as the following figures will show: 


Year Production, | Capacity, 
million tons | million tons 


' 
1953. . -- 
1955 
1956_ 
1957.. 


1 Estimated. 
2 Estimated requirement. 
3 Estimated capacity for the year. 


It can be seen that the capacity for rolling is in excess of the pro- 
duction for that year or estimated for the year 1957. It would appear 
from the above that. it is the diversion of steel to meet other heavy 
demands rather than a shortage of rolling capacity that has caused 
and is causing an excessive delay time in delivery. 

Senator Kerr. Is it correct to assume that the time ee to 


secure delivery of structural shapes, while it may be a small part of 
the total project, yet is effective in delaying to the same degree the 
entire project ? 

General Prentiss. We have some recommendations a little later on 
as to how this delay can be eased. 

Senator Kerr. I understand that—but as a general proposition. 

General Prentiss. As a general proposition I would say that if it 
requires 21 months to get delivery of structural steel, that we can 
anticipate that it is going to be 21 months before we can start erect- 
ing the superstructure on the bridge. We have to plan our work so 
that if we are going to close a major section of this highway with a 
major bridge, that we have got to plan our work to get that done so 
that we don’t have a big investment in the highway that is unused be- 
cause we can’t get steel. 
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Senator Kerr. This actually tends to be a bottleneck for the entire 
program insofar as that project is concerned ¢ 

General Prentiss. It will be a bottleneck for that project unless 
the project is so scheduled that the steel is ordered far enough ahead 
of time as I will explain later in my recommendation. 

Senator Gore. Just one more question: The uncertainty of supply, 
the uncertainty of availability of steel, may very well cause bidding 
contractors to be considerably more cautious and perhaps submit 
somewhat higher bids. 

General Prentiss. I think that, of course, a contractor has to have 
a firm estimate before he can submit a firm bid. I believe that it is 
going to be essential in establishing completion dates on contracts for 
the contracting officers such as Mr. Robertson here, to acquaint them- 
selves with the possible delivery dates that contractors can get and 
not force a contractor into bidding on a job at an impossible com- 
pletion date for the steel fabrication. 

I think Mr. Robertson possibly could answer that better than I. 

Senator Gore. Do you wish to answer that? 

Mr. Rosertson. I told you, Mr. Chairman, awhile ago that I would 
start purchasing the steel myself and have it in stock working on a 
schedule so I wouldn’t hold the steel too long, have it delivered to me 
and then to the contractor at the time he needs it. 

I have also gone into prestressed bridges and structures in compe: 
tition with the steel. As I have said before, the reinforcement steel 
we use in pre-stressed bridges is obtainable. I don’t think we will 
have any shortages on that. Other States may have a different 
answer. 

Senator Gore. To what extent would this 21-month period to which 
you refer cause delays in completion of the project or staggering of 
construction, a stretching out of construction period, increase the cost 
of the contract or the project ? That is over and above the delay in 
actual construction, opening of the project to which Senator Kerr 
referred. I am trying to elicit from you some estimate of the addi- 
tional cost. of the staggering and delayed schedule of construction. 

Mr. Rozertson. I don’t believe I can answer that, Mr. Chairman, 
at this time. I haven’t gone into that enough here in the District 
to give you an answer. 

Senator Gore. General, can you give an estimate ? 

General Prentiss. No, sir. 

The CuHamman. How can a contractor give you a firm estimate of 
the cost if he doesn’t know. what the steel is going to be worth 21 
months aftterward? How can you firm that estimate? 

Senator Kerr. As I understand it, his price isn’t based on being 
delayed 21 months and him learning what it is. He knows what the 
price is and when they agreed to furnish it. But it will take him 21 
months to get it. ._Is that it? 

General Prentiss. That is my understanding. Whether or not 
steel companies put escalator clauses in the contracts I don’t know. 

Senator Kerr. You have representatives here who should be able 
to tell you that 

Mr, Rozgertson. We have a contractor here, Mr. S. Howard Brown, 
who can answer that. 

Senator Gore. Mr. Brown, will you identify yourself and give us 
the information ? 
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Mr. Brown. I am S. Howard Brown, chairman of the task force 
who appeared before your committee last year. 

The practice today is to get a quotation from the steel companies, 
which will be a certain price. That price will hold good unless they 
have raises in wages and other costs. ‘They put an escalation clause 
in their contracts, a maximum escalation, not to exceed so much, and 
then that is firm. 

Senator Gorr. What do you mean by 
practice ¢ 

Mr. Brown. It runs $8 to $4, maybe $6 a ton. It will depend on 
the type of structure. A maximum escalation is there, not to exceed 
so much and it will change with all types of bridges but not more than 
from $3 to maybe $5 a ton. 

Senator Gorn. A prudent contractor would follow what procedure 
in bidding on a contract when his supplier has an escalation clause? 

Mr. Brown. A prudent contractor—of course contractors gamble. 
If we feel that there will be a rising market of course we will use the 
maximum-escalation price. If we feel that the market will stay or 
hold level, we will use the other price. 

Senator Gore. The history of inflation in the price of steel would 
indicate that a considerable gamble would be needed to estimate that 
there will be no increase in it. 

Mr. Brown. That is right. 

Senator Gore. So practically, the contractors for the most part, it 
would be fair to infer from your statement, are submitting bids and 
are likely to submit bids on the basis of maximum escalation costs. 

Mr. Brown. As I said before, contractors are mostly gamblers. 
They gamble. We are gambling all the time. I couldn’t tell you 
what all the contracting industry of America would do. As for my- 
self, I would take each situation separately. 

Senator Kerr. Wouldn’t you make your estimate at the time as to 
when you thought you were going to get that steel ? 

Mr. Brown. That is right. 

Senator Kerr. Then you would decide whether or not you ought 
to ‘put a factor of $1 or $3 a ton in your bid, and you might be right 
and you might be wrong, and if you were right you would ‘be all right, 
and if you were wrong you would be all wrong. But you would be 
the fellow who would make the firm bid and you would use your 
judgment as to how much of that possible escalation was provided 
against by the steel manufacturer in making your bid. 

Mr. Brown. That is right, sir. 

Senator Hruska. Mr. Brown, there are other factors that enter 
into it by way of increased costs, aren’t there? For example, the 
general wage scale as of the beginning of that period might be, dif- 
ferent than it was 18 months later by the time you got that steel. 
Is that taken into consideration in your bid, and w ouldn’t that! indi- 

cate same repercussion of this delay in delivery of steel and the bid 
that is given ? 

Mr. Brown. Are you speaking of the contractor’s wage scale?" 

Senator Hruska. Yes. 

Mr. Brown. The contractor’s wage scale is set on all these projects. 
There is a predetermined wage rate set. 

Senator Hruska. For the entire job? 

Mr. Brown. For that contract. 


“so much”? What is the 
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Senator Hruska. Whether it begins in six months or whether it 
begins in 21 months? 

r. Brown. For that project. 

Senator Hruska. For that project ? 

Mr. Brown. For that project; for the life of that project. 

Senator Revercoms. Mr. Brown, when you spoke of a firm bid in 
the discussion with the Senator on the escalator clause on the cost of 
steel, is that firm bid absolutely firm or do you have a condition in 
it on escalation cost or increased cost of steel ? 

Mr. Brown. That bid is absolutely firm. It has to be firm; win, 
lose, or draw. 

Senator Kerr. They have to contend with the possible escalation 
but they have to bid on a firm basis. You have that possible escala- 
tion on concrete, or maybe some other items. If you bid on a contract 
let’s say in a northern State that you hope to start in September or 
October, you recognize the possibility that the weather may hold you 
up and you might not be able to do that job until next spring, don’t 
you, Mr. Brown ? 

Mr. Brown. That is true. 

Senator Kerr. And if in the development of the program the high- 
way department wants to submit a bid for bidding say in September 
for work, you have to take that into account in making your firm 
bid, don’t you? 

Mr. Brown. True. We will have firm prices from every supplier. 
with this one possible exception of steel which might have an escala- 
tion. The cement industry will give you a firm price for the life of 
the job. 

Senator Kerr. For that project ? 

Mr. Brown. Yes, sir. 

Senator Gore. Are there any other questions of Mr. Brown? 

Thank you, Mr. Brown. Just remain at the table. We may have 
other questions. 

General Prentiss ? 

Senator Kerr. You seem to be a source of positive information 
which is something often sought avidly by this committee, Mr. Brown. 

General Prentiss. 3. Structural plate: The actual shipment of 
7,910,534 tons of plate in 1951 was boat 212,000 tons more than the 
estimated amount shipped in 1956 which would point to unused 
capacity. At the end of 1956, plates were even more difficult to obtain 
than certain types of shapes. Although the highway construction re- 
quirement (which is exclusive of plate required for shipment manu- 
facture) for 1957 is only 234,000 tons, it is anticipated that there will 
continue to be difficulties as in 1956. 

Senator Hruska. If there is unused capacity, why the shortage? 

General Prentiss. The unused capacity means that that particular 
segment of the steel industry is not getting as much raw steel as is 
necessary for it to produce to its full capacity. In other words, the 
demands for steel products are causing steel to be used for other 
purposes. 
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Senator Kerr. The steel manufacturer is putting his raw steel into 
other products that lend more dollars per ton, if he can. 

General Prentiss. Perhaps. 

4. Reinforcing bars, welded wire fabric reinforcement, corrugated 
metal pipe, and structural steel fabrication: A review of the previous 
study shows no reason to expect a shortage in any of these items. 
In each instance, however, the capability of the steel industry to pro- 
duce is dependent upon making adequate quantities of basic steel 
available for each fabricating use. 

This tight supply of structural shapes and plates causing long-term 
contracts on highway bridge projects which tie up State funds, comes 
at a time when the States are already faced with an unprecedented 
demand for State highway funds. This condition can be materially 
aided by letting a separate contract on major structures for the bridge 
superstructure followed by a second contract for substructure at a 
later date so scheduled as to provide for completion at about the same 
time the steel will be delivered for the superstructure. This procedure 
would not only release some of the State highway departments credit 
for other projects but it would firm up steel requirements to permit 
better planning, production, and shipping schedules by the steel in- 
dustry. 

Poannd' Onsite highway construction and the production of con- 
crete pipe used in highways consumed about 62 million barrels of 
cement in 1955 or 21 percent of the total national production of 298 
million barrels. In 1957 with a $5.6 billion program forecast, an 
increase of $0.8 billion over 1955, the cement requirement will be about 
73 million barrels. 

The latest available information concerning the cement industry’s 
expansion program indicates that the annual potential capacity of the 
industry in continental United States is approximately 357 million 
barrels as of this month and should reach 381 million barrels by the 
end of this year. 

Despite the increase in cement, requirements for the highway pro- 
gram in 1957, the demand will still remain at about 21 percent of the 
Nation’s output. The 12 new plants which were put into production 
during the past year, together with expansion of some existing plants, 
boosted the 1956 output to an estimated 307 million barrels over the 
298 million barrels of 1955. 

Not. only will the new capacity help meet the overall requirements, 
but because of the plants’ strategic locations, the new capacity will 
materially assist in meeting the spot shortages in those areas of the 
United States where cement requirements have exceeded local produc- 
tion. These areas are the Northeast (New York-New England), the 
Southeast, the central area, and the Mountain States. 

Even though the annual capacity of the cement industry is well in 
excess of the annual cement demand of the country as a whole we can 
expect that the seasonal pyramiding of requirements will create deliv- 
ery problems in some areas. However, advance planning and close 
cooperation between State highway departments, contractors, and 
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cement producers in their section of the country should eliminate 
shortages and minimize delays. 

Senator Hruska. General Prentiss, at that point you gave us a 
little bit ago the number of tons of steel per billion dollars of highway 
program per year. Has anything like that been worked out in terms 
of barrels of cement? 

General Prentiss. Yes, sir. Sixteen million barrels of cement are 
required for each billion dollars of increase in the program level. 

Senator Hruska. Thank you. 

General Prentiss. The next part of my presentation, Mr. Chairman, 
is not connected with these task force reports but represents some of 
the ideas that the American Road Builders’ Association has as to 
things that we feel will help to accelerate the program. I feel every- 
one of them is an important recommendation. If time permits, I can 
finish them in just about 12 minutes. 

Public education: When the 1956 Highway Act was passed the 
actual route of less than 10 percent of the 41,000 miles of the Interstate 
System had been located. The geometric design and construction 
specifications had not been developed nor had the traffic projection 
study to 1975 been completed. These are of course prerequisites to the 
preparation of engineering plans and specifications and the ultimate 
advertising of the work for construction. 

Despite ‘these handic aps marked progress has been made during the 
past 6 months. The construction phase of the program is not yet 
rolling at the desired accelerated rate but the efforts of State highway 
engineers and the Bureau of Public Roads are commendatory. 

Many obstacles remain to be overcome, not the least of which may 
well be right-of-way acquisition. It is in this field that good public 
relations at every echelon is important. An informed public is an 
understanding public. FE) pineering is only half of the job. Public 
acceptance or “selling” of the engineer’s plan is the other half. 
Despite the fine work that has been and is being done in this regard 
I am sure that the key to the accelerated program is the introduction 
m jar ge quantities of the catalytic agent “public relations.” 

‘he kind of public relations that I have in mind is really explaining 
the program to the public, particularly the civic le aders, and edueat ing 
them as to what is to be done, what the engineering and economic 
reasons are behind the plan, the benefits potentially present in it and 
the alternatives. Public hearings are helpful but are not enough. 

The educational program should be accomplished before public 
hearings are held so that they may be held in an atmosph vere of knowl- 
edge and understanding instead of ignorance. The education of 
civic leaders should be pi: inned and systematically carried out in talks 
before chambers of commerce, lunching clubs and citizen associations. 
Despite these efforts everyone will not be pleased but the public must 
recognize that usually a few must suffer or be inconvenienced for the 
many to benefit. 

Right-of-way acquisition: Congress wisely provided in section 110 
of the Federal-Aid Act of 1956 for advance acquisition of right-of- 
way up to a 5-year period. The cost of right-of-way on the Inter- 
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state System alone is estimated to exceed $5 billion. The cost of right- 
of-way in urban areas is estimated at about 31 percent of the total 
project cost on the Interstate System and about 26 percent on the 
Federal-aid primary system. 

In some areas the State participation in the advance right-of-way 
acquisition will tie up State highway department share of funds up to 
a 5-year period. It tightens up State highway department credit and 
funds that would be available to finance additional construction. In 
order to make available more working capital to the State highway 
department, it is recommended that a separate authorization be made 
creating a Federal Highway Right-of-Way Revolving Fund. To any 
State so requesting, the Federal Government would pay 100 percent of 
the cost of advance right-of-way acquisition and clearance from the 
revolving fund. Both the Federal and State share of cost would be 
paid back to the revolving fund when construction starts. 

Secondary road system: A large segment of membership in ARBA 
is composed of county engineers and administrators who feel that the 
accent on accelerated planning and construction of the Interstate Sys- 
tem may result in overlooking some of the problems of the counties 
and the secondary system. For this reason we recommend appoint- 
ment of an advisory committee of county officials to the Bureau of 
Public Roads to facilitate coordination of State and county systems. 

Senator Gort. Who would make this appointment ? 

General Prentiss. I imagine that the Bureau of Public Roads 
would make the appointment, upon recommendations from each State 
as to whom would represent the counties and States. 

Senator Gore. You are not requesting that this committee take some 
action in that regard ! 

General Prentiss. No, sir. 

Senator Gore. ‘Thank you. 

General Prentiss. A problem with which the counties suddenly find 
themselves faced is the control of commercial development on or adja- 
cent to a traflic interchange. In many instances these developments 
will spring up in rural areas where no zoing regulations exist to pre- 
vent unsightly, undesirable and hazardous installations. It is be- 
lieved that the financing of local zoning studies leading to proper con- 
trol of commercial developments at interchanges would be a proper 
expenditure of Federal-aid planning funds and would be welcomed 
by the counties. 

Extension of the Interstate System: The problems incident to the 
selection of 1,000 miles of extension to the Interstate System from the 
more than 12,500 miles recommended by the States were mentioned in 
the earlier hearings. The already demonstrated economic impact of 
the construction of a controlled-access highway upon the area 
through which it runs, emphasizes the need for the closest coopera- 
tion between the highway planner and the representatives of industry, 
commerce, county and local governments, military and civil defense. 
Not only are all of these interests vitally concerned in the selection of 
new extensions to the system but also in the coordination and priority 
of construction in any given region. It is recommended therefore 
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that regional committees representing the States, Federal Government 
and the other interests involved, be set up possibly following existing 
Bureau of Public Roads divisional boundaries or the nine regions of 
the Bureau of the Census for the purpose of: a. Recommending co- 
ordinating controls and priority of construction for the Interstate 
System; b. Recommending additions to the Interstate System. Such 
recommendations would be submitted to the Bureau of Public Roads 
as a guide in making recommendations through the Federal Highway 
Administrator to the Secretary of Commerce for ultimate submis- 
sion to Congress. Regional coordination could be obtained by a na- 
tional advisory committee set up along similar lines to advise the 
Federal Highway Administrator. 

Senator Revercoms. That does contemplate additional legislation, 
doesn’t it ? 

General Prentiss. Yes, sir. 

Use of consulting engineers: It has been my experience as a Dis- 
trict and Division Engineer in the Corps of Engineers that it is 
neither practical nor possible to maintain an engineer force capable of 
handling either the peak design load or all the special kinds of design 
work that an office is called upon to do. It is my belief that State 
highway departments should be staffed to handle a good percentage 
of their total design load including a section to administer the con- 
tracts and check the work of consulting engineer firms. With a high 
percentage of the Interstate System involving urban construction. 
the design problems per million dollars of highway construction will 
be many, costly, and complex. A sound balance between an adequate 
engineering staff in every State highway department and the utiliza- 
tion of the facilities of the consulting engineering profession is de- 
sirable. 

The need to hold engineers in the State highway departments is of 
utmost importance and every effort should be made to see to it that 
they are paid adequately to encourage them to remain. We must also 
realize that highway engineer salaries must be high enough to at- 
tract new men to the profession. I would like to submit for the 
record a nationwide study of State highway engineer salaries as com- 
piled and published by the American Road Builders’ Association. 

Senator Gore. It may be included in the record. 

(The compilation referred to above is as follows :) 
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Fourth ARBA Survey of 


State Highway Engineers’ Salaries 


In effect April 30, 1956 


The American Road Builders’ Association presents in this report the result of its fourth 
survey of salaries for all grades of State highway engineers. This is part of the continuing 


work of ARBA in the interests of highway engineers. 


The last survey was made in September, 1954, and together with the minimum salary recom- 


mendations of the American Association of State Highway Officials, it was released to the State 


Highway Departments and other interested groups. 


The present resurvey was made to bring the figures up-to-date and ascertain the progress, 


if any, in increasing salaries to adequate levels. 


It is gratifying to report that, during the twenty months’ period between 
these surveys, 29 States and the District of Columbia increased salaries in 


practically all grades, with some increases in other States. 


The salary ranges appearing here are those effective as of April 30, 1956. For purpose of 
comparison, recommended minimum salary ranges by the AASHO are given on the back page 
with existing minimum and maximum averages. The surveys have had a salutary effect on 


engineers’ salaries and it is hoped that their continuation will result in further improvement. 


ARBA, through its committees and affiliated organizations, maintains an active program 
aimed to help in the improvement of the status of highway engineers and establishment of salary 
ranges and benefits commensurate with private practices. Accomplishment of these objectives 
is largely dependent upon the cooperation of the State Highway Departments. ARBA takes this 
opportunity to gratefully acknowledge the many courtesies and prompt help consistently extended 


by State highway officials. 


World Center Building 


| | American Road Builders’ Association 
WASHINGTON 6, D.C. 
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AVERAGE STATE 
HIGHWAY SALARY RANGES 
AS OF APRIL 30, 1956 


SALARY SCHEDULE FOR PROFESSIONAL 
ENGINEERS IN HIGHWAY DEPARTMENTS 
RECOMMENDED AS MINIMUM BY AASHO 


1954 
Oe Crab eeecseewsee ey be 6 wiaeee $ 17,000 
Averages State Highway Engineer 
Min Max, EE Se ee a re eae ete eee $ 12,000 
. ; . ‘ De y State zhway Eng t 
Chief Administrator-Commissioner .. - $11,825 wee t ; Highway I — 
Assistant State Highway Engineer 
. “hief Divisi 4 
Cer oda taee 600 sw eee $11,077 $12,569 C hief Division Head 
Engineering Manager 
Assistant to Chief Engineer ....... 9,067 10,618 MI TE aN CR a Hy $10,000 
‘ cee Divisi d 
DHE TINE ss Sa os 6 dos as 8,095 9,600 a Head 
District Engineer 
Constructi SOD. se essed tore dear 8,297 835 noes 
onstruction Eng ineer »@ 3 ee ald de ase ds ols. 6b fidnls hs $ 8,000 
Design Engineer . 7.358 9.353 Senior Resident Engineer 
: a Senior Designing Engineer 
Maintenance Engineer .......-..-.; 8.370 9.873 Senior Laboratory Engineer 
; Assistant District Engineer 
Enpi Az le and 7 79) , - 
Engineer of Materials and Tests-.--- 7,792 9,301 RRR te heli oS yh |b ao habeas Cto® $ 6,800 
Eno; a1 — > Resident Eng er 
Engineer of Surveys and Plans ----- 5729 9,18 Ssicent ENgine 
Designing Engineer 
Gee TE nk wo Swe bb oct eee 6,874 8,371 Soils Engineer 
Research Engineer 
ig -Y Ne ee 7,275 3.802 ‘ 
RigheelWay Eageee ------ * nue CNN a seh nc $ 5,80¢ 
. —_— ssa District Off Engineer 
Planning Survey Engineer -.++++++- 7,742 9,123. District ice Engine 
Associate Residenc Engineer 
Landscape Engineer ......+-..+-- 6,278 7605 Chief Inspector 
Associate Designing Engineer 
Traffic Engineer a A .. 7.320 8.752 Associate Laboratory Engineer 
: Senior Draftsman 
Fut Peet K 077 Q 1¢ 
Equipment Engineer. .....++2++5+ i 161 eR ge hee $ 4.80 
. . > . ~ n> Dra ng 
District Engineer. .......00ee00-% 7,458 9,020 ane aften - 
Engineering Assistant 
js i Senior Inspector 
S 7 i > i CTF seeeeevese 7 4 9 - . 
Secondary Roads Engineer 1940 8,930 Senior Laboratory Assistant 
Resident Engineer ...--.-+++-+++55 5,190 6,852 0 A SS ee ee eee ee Se $ 4,0 
Instrument Man 
eer ecoerseroneeece 3,70] 739 
Instrument Man 3,701 4,73 Junior Inspector 
* a Junior Draftsman 
eapoengist es Sensei se, os 3,367 4,768 1 fs $ 3.00 
Rodman 
Rodman «--sccccesscesevesere 2,592 3,352 Checker 











General Prentiss. The shortage of engineers has created the need 
for another selling job on the part of “Fede ‘al, State, and county 
highway engineers as well as all other segments of the highway in- 
dustry. This is the job of selling the profession to the young men 
of America and it cannot be left to be done by junior engineers 
alone. It requires and demands that our best men, the “name” men 
in the highway field, go to our colleges and talk to students about the 
starting ‘advances in “highway engineering and the great future of 
the profession under this accelerated program. College professors 
should be encouraged and aided to go into the field and into the State 
highway and the district engineer offices. They should be offered 
employment during summer vacations where their technical knowl- 
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NOTES 
Ariz. 
| cups! STENCE ALLOWANCE $45.00 To $60.00 PER MONTH TO 


2 FIELD ENGINEERS. (INCLUDED IN SALARIES SHOWN) 
g*SSISTANT DEPUTY STATE ENGINEER- CONSTRUCTION. 
gASSISTANT DEPUTY STATE ENGINEER-OFFICE AND PLANNING. 
gCHIEF RIGHT-OF-WAY AGENT. 

gMANAGER, ECONOMICS AND STATISTICS. 

gL ANDSCAPE SUPERVISOR. 

gTRAFFIC CIVIL ENGINEER. 

gf QUIPMENT SUPERINTENDENT. 

PIT INSPECTOR, GR. 1 THROUGH BRIOGE INSPECTOR. 

Ark. 


laLL SALARIES SHOWN ARE MAXIMUMS. 

2D RECTOR OF EQUIPMENT AND PROCUREMENT. 
3assT. CHIEF ENGINEER. 

4BRIDGE DESIGN ENG. 

SROADWAY DESIGN ENG. 

SsuRVEYS ENG. 


Calif. 

lpEPUTY STATE HIGHWAY ENGINEER. 
2jUNIOR CIVIL ENGINEER. 

SjJUNIOR ENGINEERING AID. 


Del. 
JCoMMISSIONERS SERVE WITHOUT SALARY. 


D.C. 

loepUuTY DIRECTOR. 

2CHIEF, OFFICE OF PLANNING, 

3ari0GE DESIGN ENGINEER. 

4two POSITIONS EACH AT THIS SALARY: 
STREET CONSTRUCTION. 

SSTREET MAINTENANCE (BRIDGE MAINTENANCE SEPARATE: $5500 
To $6250). 

SRESPONSIBLE FOR PLANNING SURVEYS AND DEVELOPMENT OF 
GEOMETRICS. 

7see 6. 


DESIGN & ENGINEERING. 


Fla. 
1 
TRAFFIC AND PLANNING. 


Ga. 


lio EACH OF 3 MEMBERS OF BOARD ELECTED FOR 6 YR. TERMS 

(STAGGERED). PLUS ANNUAL CONTINGENT EXPENSE ALLOWANCE 
OF $2400 PER YEAR; AND ALSO PLUS ACTUAL TRAVELING EX- 
PENSES ON OFFICIAL BUSINESS. 


Idaho 
$10.00 PER DAY. 


BRIDGE CONSTRUCTION, 


iW. 


LENG. OF ROAD PLANS & CONTRACTS. 

2ENG. OF LOCATION & RIGHT-OF-WAY. 

SENG. OF RESEARCH & PLANNING. 

4MAINT. EQUIPMENT ENGINEER. 

SFOR NORMAL WORK ®6600-EXTREMELY DIFFICULT PROJ 
$7920. 

Ind. 


1 

EXPENSES ALLOWED uP TO $8.80 PER DAY FOR EMPLC 
AWAY FROM HOME AND OFFICE. 

ONE ROAD ENG. HAS SAME SALARY AS BRIOGE ENG. 


Kan. 

1 INCREASE FOR SERVICE -- 5 YRS. - 5%; 10 YRS. - 
20 yrs. - 15%; 30 Yrs. - 20%. EXCEPT CHIEF & 
CHIEF.ENG. 


2 sarety OI RECTOR. 


La. 


11 RECTOR OF HIGHWAYS 
2MAINTENANCE AND CONSTRUCTION ENG. 
BRIDGE DESIGN ENG. 
4ROAD DESIGN ENG. 
TESTING AND RESEARCH ENG. 
SLOCATING ENG. 
7PROJECT CONTROL ENG. 
BTRAFFIC AND PLANNING ENG. 
SROADSIDE DEVELOPMENT ENG. 
Ce QuIPMENT SPECIALIST II. 


INTERSTATE ENG. - £9600 - $11600. 
URBAN ENG. - $9600 - &11400. 
Maine 
1 wo OTHER COM’RS. $4500 EACH. 


ENG. OF STATE AID HIGHWAYS. 7592-9360. 
Md. 
lpepuTY CHIEF ENG. 9620-11540. 
2DI RECTOR OF HIGHWAY CONSTRUCTION. 8864-10634, 
3pDIRECTOR OF HIGHWAY MAINTENANCE. 8864- 10634. 


*ouTIEes CARRIED ON BY ASST. TO CHIEF ENGINEER, 


Mass. 

Iwew POSITIONS 
DEPUTY CHIEF ENG. tem ae Ce $1068 
ASSISTANT CHIEF ENG. FOR DESIGN & 
CONSTRUCTION 5 gal ea: Saelie 1008 
ASSISTANT CHIEF ENG. FOR MAINTENANCE 
& EQUIPMENT ose tee Oe 100 
ASSISTANT CHIEF ENG. FOR DISTRICTS 1008 
HIGHWAY & STRUCTURES ENG. 97% 
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RI OGE ENG. 


%; YO yrs. - 10%; 
SEPT CHIEF ADM. & 


9360. 
886 4- 10634. 
886 4- 10634. 


F ENGINEER, 


$10680- $12480 

P 4 10080- 11880 
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10080 - 11880 
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Miss. 
1 
SET BY COMMISSION. 


Web. 
Vir. ENGR. 


Nev. 


lp.us $3.50 PER WORKING DAY SUBSISTENCE. 
2miN. OF $8400 SET BY STATUTES. 


NLM. 
pEACH CLASSIFICATION HAS 8 STEPS. 
$10.00 A DAY PLUS PER DIEM. 


i 


1 aw EMPLOYEE RENDERING SATISFACTORY SERVICE FOR 5 YEARS 
AFTER ATTAINING THE MAX, SALARY |S ENTITLED TO AN 
EXTRA INCREMENT. 

NOW PRINCIPAL CIVIL ENG. 

SECONDARY ROAD PROGRAM |S UNDER DIRECT SUPERVISION OF 
A DEPUTY CHIEF ENG. - SALARY $13570-16000. PROGRAM 
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edge would be valuable and where the practical application of that 
knowledge will make them better and more enthusiastic highway 
engineering professors. 

Our credit task force: The American Road Builders’ Association 
has recently appointed a new task force, in addition to those repre- 
sented here today and yesterday. This one, representative of all 
segments of the industry, will inventory credit requirements to deter- 
mine the capability of our credit system to meet the requirements of 
the highway program. As part of this study we expect our new task 
force to study ways and means of reducing credit requirements for 
contractors, 

The findings of this task force are expected to be available at an 
early date. We will be glad to furnish committee members with 
information copies at that time. 

Decentralization: I am delighted to learn of the recent move by 
Administrator Volpe in publishing a new directive to the Bureau 
of Public Roads on the subject of “Decentralization of Responsibility 
and Authority.” I wish to congratulate him on this important move. 
Having personally participated in large national construction pro- 
grams, I know that a big program will bog down under its own 
weight unless there is decentralization. In view of the rapidly ex- 
panding workload I believe that the degree of decentralization and 
the degree to which that delegated authority is exercised, must be 
made a matter of constant top-level review. 

Our National Association, as a representative of the highway in- 
dustry, pledges itself to assist in every way possible in eliminating 
the bottlenecks and obstacles which develop to hinder the smooth 
progress of the accelerated program. 

I appreciate this opportunity to be heard. 

Senator Gore. Your testimony has been helpful. It is an able 
presentation. 

Senator Chavez, do you have any questions? 

The CratrmMan. No questions. 

Senator Gorr. Senator Kerr? 

Senator Kerr. No questions. 

Senator Gorr. Senator Hruska? 

Senator Hruska. No questions. 

Senator Gore. Senator Scott ? 

Senator Scorr. No questions. 

Senator Gorr. Senator Revercomb? 

Senator Rrvercoms. No questions. 

Senator Gorr. Thank you very much, General. 

The committee will now hear Mr. Glenn Richards, from Detroit. 


STATEMENT OF GLENN C. RICHARDS, COMMISSIONER OF PUBLIC 
WORKS, DETROIT, MICH., ON BEHALF OF THE AMERICAN 
MUNICIPAL ASSOCIATION 


Mr. Ricwarps. Mr. Chairman, Senator, friends: I am glad to be 
with you. 

Senator Gore. I am glad to have you back with us. I believe you 
and I had a few exchanges when you previously appeared before the 
committee. 
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Mr. Ricwarps. Yes, sir, and I believe our relationship is much 
better. 

Senator Gore. You know the processes of democracy are not al- 
ways smooth. A few rough obstacles in the way add to the strength 
of our sytsem. 

Mr. Ricuarps. We finally learn that. Sometimes the hard way. 

Senator Gore. As a result of our exchanges, some of which were a 
little thorny, I welcome you more heartily. 

Mr. Ricnarps. I am awfully glad to be here. My statement is 
very brief. I think it will take just a few minutes. 

Mr. Chairman and members of the Senate Public Works Committee, 
my name is Glenn C. Richards. I am Commissioner of Public Works 
of the city of Detroit, and am speaking in behalf of cities. Mayor 
West of Nashville, Tenn., who is our new president of the American 
Municipal Association, has asked me to represent the American Mu- 
nicipal Association and present our new national highway policy 
which I won’t read but will put in the record. 





HIGHWAYS, ROADS, AND STREETS 


12. Motor vehicle traffic in and around cities threatens to choke the economic 
life of these areas and make them undesirable as places for homes and business. 


The terminals for highway traffic—passenger cars, trucks, and buses—are in the 
cities. The same urban centers are the hubs of State, county, and Federal high- 
way systems. Accordingly, traffic density is high in urban areas so that now 
more than half of the vehicle mileage is on urban streets. These streets, high- 
ways, and expressways within the cities and incorporated areas cost several times 
as much per mile as rural roads. Municipal street and road problems are critical. 
We therefore resolve: 


STATE ACTION 





12-1. There should be a more equitable distribution of highway user revenues 
on the basis of road use. Although in some States large sums are distributed to 
be used in cities, in most States an equitable distribution will require that substan- 
tial increases be provided for municipal streets and highways. (1951.) 

12-2. Those who use the roads and those whose activities require extra heavy 
construction should pay their share of highway costs. Since motor user revenues 
are traditionally dedicated to highway and traffic use, it should be true that 
those who use the roads should pay for them. The State distribution of motor 
user revenues plus any special local motor user taxes should provide enough 
money for major local streets carrying heavy traffic loads so that ad valorem 
or special assessment taxes on property will be required only for purely residential 
streets. (1951.) 

12-3. The highway agency in each State should classify road systems and estab- 
lish standards for systems. The traffic permitted on each highway should be 
governed by the quality and character of the highway and its adaptability to 
particular uses. Laws should be uniform throughout the State and throughout 
the country for the same conditions, and these uniform laws should be known 
and publicized. (1951.) 

2-4. The State highway system including the urban links should constitute a 
well-integrated long-range plan for the entire State. (1951.) 

12-5. Where urban highway problems are most acute they must be attacked on 
a State-wide and metropolitan area basis by joint committees or joint consultation 
of State and local governments. (1951.) 

12-6. State laws should exempt municipal motor vehicles from all State gasoline 
taxes just as they are now exempt from Federal gasoline taxes. Where State and 
county vehicles are exempt from motor vehicle registration fees, municipalities 
should enjoy the same exemptions. (1951.) 

2-7. Special technical assistance should be available to smaller communities 
from the highway agency in each State. (1951.) 

12-8. The State governments pass most of the legislation for traffic safety and 
traffic regulation. Therefore, the States themselves must take uniform and 
aggressive measures for enforcement of the State laws and regulations. The 
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States should take all necessary steps within their jurisdictions for greater safety, 
such as the issuing of drivers’ licenses, the inspection of motor vehicles, and the 
provision of standards of traffic regulations in nonurban areas. (1951.) 

12-9. The weight and length of motortrucks should be controlled by State law 
and State police to protect the highways from disintegration and the other 
motorists from injury. Motortrucks which habitually and knowingly carry 
great excess weight should be impounded and their owners’ licenses rescinded. 
(1951.) 

LOCAL ACTION 


12-10. The first duty of each municipality is to know its own street and 
highway needs and their relation to the State highway plan. (1951.) 

12-11. Coordinated and unified action of all local governments is necessary 
to work out the urban highway problems within a State. The initiative should 
come from the municipalities, which unite in planning and in obtaining neces- 
sary legislation. (1951.) 

12-12. Municipalities are fully justified in requesting the State governments 
to construct and maintain the State and Federal highways within municipal lim- 
its on the same basis as outside municipalities. There is no justifiable distinc- 
tion between parts of State highways within and without incorporated places. 
(1951.) 

12-13. Wherever practical, municipalities should adopt the uniform traffic 
ordinance of the President’s Highway Safety Conference. The action program 
of the President’s Highway Safety Conference should be adopted as widely as 
possible. Variations may necessarily be made within a State to make the law 
conform to State statutes and court decisions. To the greatest extent possible 
there should be complete national uniformity in traffic laws, traffic signals, and 
traffic enforcement. (1951.) 

12-14. There is no substitute for adequate enforcement of traffic laws and 
regulations. Intelligently drawn traffic laws, impartially enforced by law- 
enforcement authorities and courts without favoritism, are essential to the lives 
and safety of people as well as the rapid movement of traffic. (1951.) 

12-15. Municipalities should establish a workable organization and have 
proper management of the traffic enforcement division in the police department 
and should coordinate with it its traffic engineering division. (1951.) 


INTERGOVERN MENTAL ACTION 


12-16. Within each State there should be an overall highway plan for the 
State including the federally aided highways, the primary State highway system, 
secondary State highway system, the State and country roads within cities, and 
the purely local roads in all jurisdictions. In any given governmental unit such 
as a city or county there ought to be joint planning and joint study of the high- 
way needs of that area. In any jurisdiction, incorporated place, county, or 
State, all streets or highways should be considered as a part of a single inte- 
grated highway plan. This implies the need for joint planning at different 
levels of government, such as joint planning of federally aided highways in 
cities by Federal, State, and local officials; of State highways within cities by 
State, city, and perhaps county highway officials. Such steps are necessary for 
integration of the street and highway system of the country. (1951.) 

12-17. The Federal, State, and local governments, acting jointly in the areas 
where they have jurisdiction, should determine what kind of a street and high- 
way system is wanted and for what purpose it is being constructed. (1951.) 

12-18. Where countywide highway taxes are levied within municipalities, or 
road bonds issued to be paid from countywide taxes, a proportionate part of 
these property taxes and bond proceeds levied by the counties should be used in 
municipalities. (1951.) 

12-19. It is hereby declared to be the policy of the American Municipal Asso- 
ciation that secondary roads and streets inside municipalities be eligible for 
Federal aid in the same proportion that Federal aid is available for the roads 
and streets in rural areas; therefore, the cities be given the same treatment as 
theruralareas. (1951.) 

12-20. The Federal-Aid Highway Act of 1956 provides for a balanced road- 
construction program based on need. Surveys show that this need is greatest 
in and around our traffic-choked cities. Every effort should, therefore, be made 
to complete the vital urban sections at the earliest possible date. To accomplish 
this, State highway departments, in close cooperation with municipal officials 
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should quickly prepare realistic city highway plans that meet the more complex 
construction and coordination problems of urban highway construction. These 
highways should, in all respects, conform to the highest engineering standards 
of efficiency and safety. National, State, and local agencies responsible for 
highway construction should be organized for maximum efficiency to reflect the 
national importance of this mammoth undertaking and, where urban divisions 
do not exist in State highway departments, they should be so established as soon 
as possible. Salaries for employees in these agencies should be adequate to 
secure and retain the services of the skilled personnel needed to complete the 
program. Since this is a Federal-State program that is to be financed from 
highway-user fees, cities should not be required to contribute financially from 
local taxes to the cost of the Federal-aid highways. (1956.) 

Mr. Ricuarps. For the first time, we appear before you not asking 
for anything. In fact, we are here to congratulate this committee 
and Congress as a whole for passing a very fine highway bill. I would 
like to present for the record the section of the American Municipal 
Association national municipal policy as it pertains to highways and 
streets. You will find this section on page 9 of the brochure. Again 
let me repeat, the American Municipal Association, speaking in behalf 
of 12,000 cities of this country, is well satisfied with the act as it now 
exists. 

We recognize that, as we gain experience in the carrying out of the 
provisions of the act, certain changes will be necessary. We feel that 
the present act should not be amended until we have this experience. 

Now that Congress has recognized the Federal responsibility in pro- 
viding this country with an adequate national network of highways, 
we on the local level—State, county, and cities—recognize that we 
must face up to the highway and street needs not encompassed in the 
Federal program. Cities at the present time are carrying out an ever- 
expanding program of special assessment improv ements to our city 
street system. Some cities are using locally collected revenues to 
expand and improve their feeder-road system. Last year several 
States in anticipation of the passing of the Federal-Aid Highway Act 
modernized their highway legislation and some increased their State 
gasoline and license taxes. Michig: un was one of these States. We 
increased our gas tax from 41% to 6 cents. I am sure that the action 
taken by Congress has given local government the incentive they have 
needed to step up their part of this national $100 billion 13-year 
program. 

Money alone isn’t going to build highways. The Bureau of Public 
Roads, the American Association of State Highway Officials, the 
National Association of County Officials, and the American Municipal 
Association are in agreement that good intergovernment relationship 
and close cooperation between all these levels of government and the 
Bureau of Public Roads is a must if this program is going to be 
accelerated as provided in the Federal-Aid Highway Act of 1956. 

The national associations representing the highw: ay agencies have 
for months been working out a program which w ill bri ing about a closer 
relationship by local government. Recently, a joint American Asso- 
ciation of State Highway Officials and American Municipal Associa- 
tion committee was formed to promote this plan of better relationship. 
The Bureau of Public Roads has encouraged such a joint committee 
and is working very closely with us tow: ird this end. We propose to 
hold a meeting in every State attended by the highway commissioner 
and his staff and the county and city officials of the State to point out 
the importance of this close working relationship. 
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In the past, we have asked Congress to consider a Highway Act 
provision requiring an urban division in each State highway depart- 
ment. We still think this is very, very important and are hopeful 
that our meetings on the State level will convince State highway com- 
missioners of the value of this recommendation and that these divisions 
will be set up without waiting to be written into the act itself. 

We all recognize the problem i in urban areas as shown in the Bureau’s 
needs report “which indicates approximately half of the interstate 
funds should be spent in urban areas. This being the case, State high- 
way departments are going to need all of the assistance that cities can 
give them. We stand ready and willing: to assist the State highway 
depar tments in any way possible. Some cities have already shown the 
way by volunteering to do much of the work which formerly had to be 
done by the State highway department in cities. In my own city of De- 
troit, we have set up, under the department of public works, a highway 
division with trained road engineers, planners, and traffic engineers 
to prepare detailed plans, acquire rights-of-way, prepare contract 
documents, and supervise the construction of a section of the Inter- 
state System. Our State highway commissioner has already delegated 
this responsibility to us. In this way, we feel that this urban job can 
be done efficiently and expeditiously. We in cities have trained traffic 
engineers, planners, and highway engineers who are well qualified to 
assist the highway departments in carrying out much of this work. 
Many of the cities are carrying out a somewhat similar cooperative 
program with their State highway departments. 

The American Municipal Association, along with the other national 
associations representing municipal officials, such as the American 
Public Works Association, the International C ity Managers’ Associa- 
tion, the Municipal Finance Officers Association, have in cooperation 
with the American Association of State Highway Officials, the Bureau 
of Public Roads, the American Transit Associ ation, and the National 
Association of County Officials formed the National Committee on 
Urban Transportation. 

This committee, working with the Bureau of Public Roads and 
the Automotive Safety Foundation and the various State, county, 
and city officials throughout the country, has prep: ved a manual which 
will provide cities with efficient methods for acquiring the factual 
information needed to plan highway and transportation improve- 
ments within urban areas. This manual is now bein tested out in 
seven key cities across the country and we expect the results in these 
test cities to give us the infor mation we need to prepare a final man- 
ual to be distributed to all cities in the country so that they can do 
this job that has been neglected for so many years of gathering neces- 
sary factual material upon which to base a sound transportation and 
highway plan. While the progress indicated by Mr. Volpe’s report 
does not look too bright at this time, I am sure that the approach taken 
by the Bureau of Public Roads in conjunction with the State, county, 
and city officials is going to show real results in the near future. 

In our opinion, the legislation passed by your honorable body last 
year is a dictate to all cities and State highw ay departments to forget 
their past differences and to set up a joint city-State organization 
within urban areas that will carry out this program according to a 
definite timetable. 
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Senator Gore. Would you mind giving some consideration to that 
word “dictate”? Don’t you think that it amounts to something a 
little less than a dictate? 

Mr. Ricuarps. I don’t think so. I think if you told us to go ahead 
and get the job done that you will expect us to do it, and if we don’t 
do it every 6 months you will ask us how far we have gone along with 
the job. 

Senator Gorn. In the latter instance, you are right. 

Mr. Ricuarps. I don’t think it is too strong. I think that is abso- 
lutely what we need. We need this dictate. 

Senator Gorr. At the bottom of page 3, I concur in your statement 
there that “the progress indicated by Mr. Volpe’s report does not look 
too bright at this time.” That is the one purpose of this hearing. 
From the reports that I have had here and there, not as comprehensive 
as I desired, I felt that the outlook was not too bright. But I think 
I also concur in the latter part of your sentence, that progress is going 
to be made. 

Mr. Ricuarps. I am sure it is, Senator. There are going to be 
many problems, none of which are insurmountable. The highway 
users of this country who are already paying hundreds of millions of 
dollars in new taxes earmarked for highways have a right to expect 
close cooperation between the various levels of government in carrying 
out this program. 

Senator Gore. Don’t you think also, Mr. Commissioner, that those 
millions of people who are paying additional taxes in order to provide 
this program, have a right to expect you as a municipal official, to 
expect members of this committee, and other officials, to see to it that 
any obstacles to the completion of this program on schedule, as it is 
to be paid for on schedule, are removed ? 

Mr. Ricwarps. Absolutely. 

The Carman. It is my hope too, Mr. Richards, that this com- 
mittee will be on the alert at all times to see that they don’t have any 
bottlenecks somewhere, and that we try to get a road program on its 
way. 

Mr. Ricuarps. I feel quite sure that you will. 

I feel greatly encouraged on the present attitude of the various 
levels of government toward this joint effort and hope that we can 
come back a year from today with a new progress schedule which 
will show that we are carrying out the dictate of Congress. 

Senator Gore. Thank you. 

The exchanges between us may not be as vigorous as they were 
before, but they are at least more in agreement. 

Mr. Ricnuarps. And I think you were right, Senator. I think the 
pay-as-you-go program is the better program. We thought at the 
time that we never could pass legislation that would increase the 
taxes. That was the reason we felt in order to get this program 
built that we had to go on a credit program. 

But I think you were right; you did get the bill through; you stood 
up and faced up to the need for increased taxes, and you earmarked 
the money. You did a wonderful job and we are very happy. 
Senator Gore. After that I will invite you to have lunch with me. 
Senator Chavez? 
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The Cxuarrman. I want to thank the chairman of the subcommittee 
for his patience in holding the hearings. I know that he is devoted 
to the road program. I, as chairman of the full committee, certainly 
appreciate all his efforts. 

Benaite Gore. Thank you, Senator Chavez. 

Mr. Ricwarps. May I make a statement ? 


I am now an honorary member of your State, and therefore will 
accept the luncheon engagement as one of your constituents. 

Senator Gore. Those who can’t vote get bean soup. 

Senator Scott ? 


Senator Scorr. I have no questions. 
Senator Gore. The hearings will recess, subject to the call of the 


Chair. 


Before you came in, Mr. Chairman, I read an invitation to the 
inauguration that I received, which honored my contribution to the 
reelection of President Eisenhower. Out of appreciation for that 


invitation, the committee will be in recess, to reconvene after the 
inauguration. 


The CHatrman. I would like to have a meeting of the full com- 


mittee next Wednesday, in order to fill in the vacancies on some of 
the subcommittees. 


Senator Gore. Would it be permissible with you for me to submit 


to the whole committee, then, the suggestion that the Public Works 
Committee of the Senate direct the city commissioners, or request 
the city commissioners, to make a survey as to the feasibility and 


cost of acquisition of property navigational rights above the spans 
across the Potomac. 


The Cuarrmman. [ think that isa good idea. 


Senator Gore. That will be considered then at that time. 
The committee stands adjourned. 
( Additional statements received are as follows :) 


Tue Unrrep States CONFERENCE or MAyors, 


Washington, D. C., January 24, 1957. 
Hon. ALBert GORE, 


Chairman, Subcommittee on Roads, 
Senate Committee on Public Works, 
Senate Office Building, Washington, D. C. 


Dear Senator GorE: Since the Senate Subcommittee on Roads is currently 
studying the progress of the Federal-aid highway program enacted last year 
I should like to submit on behalf of the United States Conference of Mayors 
a brief statement for the record. 

First, the Congress is to be commended for its action in initiating a compre- 
hensive long-range highway construction program. Future years will witness 
a vast improvement in street and highway facilities under the act and one of 
the most critical problems of the major cities of the country—traffic congestion— 
wili be substantially relieved. 

In view of the relatively short period of time in which the program has been 
in operation, it is the feeling of cities generally that necessary and desirable 
amendments will become apparent only as we gain additional experience under 
the existing provisions of the act. We are confident that the fact of continuing 
and close congressional scrutiny of the administration of the new law will 
result in necessary corrective action by the Congress as the needs arise. 

As the program goes forward I am sure the committee will be particularly 
concerned with progress on the Interstate System on which the Federal Govern- 
ment bears 90 percent of project costs. On the basis of official figures prepared 
by the Bureau of Public Roads it appears that approximately one-half of the 
funds provided for the Interstate System should be spent in urban areas in the 
relative needs of the system as a whole are to be proportionately met. 
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It is on this specific phase of the program that perfecting amendments may 
prove necessary if the ‘simultaneous completion” of the system as intended by 
the Congress is to be accomplished. 

The extreme importance of the urban sections of the Interstate System and 
the unusual problems involved in contrast to construction in rural areas, suggests 
the possible need for the establishment of special urban units in the highway 
departments of the respective States. Although not a present requirement 
under the law, such units would, I believe, greatly expedite the planning, pro- 
graming, and execution of the urban projects involved. 

The major cities of the country are and will continue to cooperate whole- 
heartedly in this unprecedented joint Federal-State-local program and the United 
States Conference of Mayors would be privileged to be of any possible assistance 
to the committee in its continuing appraisal of the progress being made under the 
Federal-Aid Highway Act of 1956. 

Respectfully, 
JOHN B. HYNES, 
Mayor of Boston, President, the United States Conference of Mayors. 





ARLINGTON CouNTY CIVIC FEDERATION, 
Arlington, Va., February 21, 1957. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 

DeEaR SENATOR CHAVEZ: Enclosed is a copy of a resolution adopted by the 
Arlington County Civic Federation at its membership meeting on February 5, 
1957, concerning the lack of adequate bridges, highways, etc., carrying traffic 
over the Potomac River between Virginia and the District of Columbia. 

Very truly yours, 
(Mrs.) Mary L. Arason, Secretary. 


RESOLUTION OF Highway COMMITTEE, ARLINGTON CouNTy Civic FEDERATION 


Transportation and motor traffic flowing over the Potomac River between 
Virginia and the District of Columbia have become increasingly impeded due 
to lack of adequate bridges, highways, etc., until at times practical movement 
over these facilities almost ceases. In the event of a national defense or other 
emergency the dangers such a situation may hold for the National Government 
alone are not.measurable—even discounting much of the great inconvenience on 
the part of the area’s citizenry. Continued population and resultant commer- 
cial and residential expansion will further increase the impact on available 
bridges, highways, and related facilities. 

In view of these conditions and others that might be cited at length, the 
Arlington County Civic Federation very strongly urges as a minimum that 

(1) Now that apparent differences have been resolved with regard to the 
construction of the Jones’ Point bridge, that the construction and comple- 
tion of that bridge be carried forward with all possible dispatch ; 

(2) Plans be consummated and construction commenced promptly on the 
so-called Constitution Avenue Bridge ; 

(3) The so-called Cabin John Bridge plans be completed and construction 
begun thereon. as soon as possible; and 

(4) All highway and terminal connecting facilities be improved to service 
such bridges adequately as promptly as feasible. 

Reep K. Ponp, 
Chairman, Highway Committee. 


(Whereupon, at 11:35 a. m., the subcommittee was adjourned, sub- 
ject to the call of the Chair. ) 
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PROGRESS AND STATUS OF THE NATIONAL HIGHWAY 
PROGRAM 


WEDNESDAY, JANUARY 23, 1957 


Untrep States SENATE, 
ComMITTEE ON Pusiic Works, 
SUBCOMMITTEE ON Pusiic Roaps, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:10 a. m., 
in Room 412, Senate Office Building, the Honorable Albert Gore, 
presiding. 

Present: Senators Gore (chairman of the subcommittee), Kerr, 
Neuberger, Scott, Case, Cotton, Hruska, and Revercomb. 

Senator Gore. The committee will come to order. We will hear 
first from Mr. Einar T. Blix, director, American Institute of Steel 
Construction. 

You may proceed, Mr, Blix. 

First, the committee appreciates your generosity in taking time 
from your important avocation to come here and give to the com- 
mittee information and enlightenment on this important subject about 
which it is concerned. 


STATEMENT OF EINAR T. BLIX, DIRECTOR, AMERICAN INSTITUTE 
OF STEEL CONSTRUCTION 


Mr. Brix. Well, my name is Einar Blix. I am president of the 
Mississippi Valley Structural Steel Co., with an office located at 111 
West Washington St., Chicago, Ill. I am coming here, however, as 
the chairman of a special committee of the American Institute of Steel 
Construction, of which I am a director by the way, that met with the 
Associated General Contractors and we met with them at their request 
to discuss the steel situation. 

I would like to read the report that I have here and get it into the 
record if that is satisfactory. 

The first is the general bulletin G—411 dated January 7, 1957, to 
the members of the American Institute of Steel Construction, Inc., 
meeting with an AGC Special Committee on Material Supply. 

(The bulletin is as follows :) 

Gentlemen: The Associated General Contractors of America, Inc., invited the 
A. I. S. C. to meet with their Special Committee on Material Supply to discuss 
the availability of fabricated structural steel. Accordingly, as president, I 
appointed a committee to meet with the AGC and a meeting was held on Decem- 
ber 13, 1956. I am pleased to enclose a copy of a letter dated December 31, 1956, 
from Mr. E. T. Blix, the chairman of the Special A. I. 8. C. Committee, reporting 
on this meeting. 

In view of this bulletin there will be no further report from the A. I. S. C. 


Committee on Mill Relations at this time. 
N. P. Hayes, President. 
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The report he refers to I will now read, which is my report dated 
December 31, 1956, addressed to Mr. N. P. Hayes, American Institute 
of Steel Construction, Inc.. Drawer F, Greensboro, N. C. 

(The report is as follows :) 


Subject: Meeting with special committee on material supply of the Associated 
General Contractors of America, Inc. 

In New York on December 13, 1956, a committee of the AISC met with the 
special committee on material supply of the Associated General Contractors of 
America, Inc. The information secured as a result of this meeting is sum- 
marized in this report. 

The following men were present at this meeting: 

AISC Committee: Einar T. Blix, director, AISC (chairman) ; Erwin P. Stupp. 
director, AISC; Robert C. Palmer, director, AISC; Norman B. Obbard, director, 
AISC; L. Abbett Post, AISC executive vice president. 

AGC Committee: George B. H. Macomber Co., Charles = Solomon, committee 
chairman; Turner Construction Co., H. C. Turner var . Atkinson Co., A. E. 
Holt; AGC administrative secretary, Washington, D. s. I. Mehl; AGC staff, 
D. A. Buzzell. 

In the week preceding this meeting, United States Steel Corp. released infor- 
mation on its expansion programs at Pittsburgh and Chicago, its principal 
centers of supply for structural materials. This program would increase 
production of steel ingots by more than 2 million tons annually. The annuai 
increase in tons of finished steel used by the structural steel fabricating 
industry was not given in this news release, but is shown in the following 
schedule. 


Senator Gore. Mr. Blix, would you relate this proposed increase 
of 2 million tons of ingots annually to the total production ? 

Mr. Burx. Well, you mean in the country, about 115 million tons 
annually going up to about 120 million to 125 million this year here 

Senator Gore. Well, you referred to 2 million ingot tons, that is 
to be related to the 115 million tons of present annual productive 
capacity. 

Mr. Burx. That is right. 

Senator Gore. Thank you. 

Mr. Burx (reading) : 


The annual increase in tons of finished steel used by the structural fabricating 
industry was not given in this news release, but is shown in the following 
schedule. It will be noted that a large share of the increasd production will 
benefit the structural steel industry. 

The information on Bethlehem Steel Co.’s and Inland Steel Co.’s expected 
increase in production was reviewed by their representatives at the AISC 
convention this year. The increased production from other producers is an 
estimate, which, it is believed, is on the conservative side. 


T will now read the tabular information. 


AISC Forecast or Exrecrep ANNvuAL INCREASE IN PRODUCTION OF 
STEEL Sections Usep spy THE STRUCTURAL STEEL FApricaTIne In- 
pusTRY By 1959 


(These tonnages started becoming available in the second half of 
1956, and will be fully available by the end of 1959.) 


Unit 
Bett 
Inia! 
Othe 


an 


fs 
ti 
co 


ex 


he 
of 
nN- 


ip. 
Yr, 


ad 


iz 


NATIONAL HIGHWAY PROGRAM 157 


Total expected increase 











| 
Structural | Plate Total 
tons | tons tons 
United States Steel aap. sooth lissssiht oth. cedapehest ns 400, 000 500, 000 
Bethlehem _____._--- wii sihsntliniiieainaiica shen tieilbaitiaiea Bieditass acetal eae 800, 000 360, 000 z en On 
Inland Steel....__- ie S eaee ntieeees } 70, 000) } 2.2.2 -fle.. 70. 000 
Other producers. - -- wee LG Aad abe deena dbl sal 200, 000 | 200, 000° 400,000 
I a i a a tn lh eed tlc 1, 470, 000 1, 060, 000 2, ~~ 9 580, 000 = 
Probable percent of total to fabric: ating industry........--..--| 63 31 
Probable tcnnage to fabricating industry_..........--.-------- 925, 000 325, 000 1, 250, aan 
Probable percent of product-mix to fabricating industry____. -+| 74 26 





The AGC committee expressed its concern over the extended deliveries now 
being quoted. AISC representatives agreed that this situation was not desir- 
able, or to their liking. It was pointed out that when backlogs increased and 
deliveries lengthened, buyers of structural steel jobs came into the market 
to cover their forward requirements and, therefore, new contracts were actually 
generated by the existence of these extended deliveries. 

Senator Gorr. What do you mean by that, Mr. Blix? Could your 
statement be interpreted to mean that the backlog was built up for 
the purpose of increasing anxiety and, therefore, price ? 

Mr. Burx. No; it is the result, I think, that as the time lengthened 
and it was lengthening in getting deliveries, people that had jobs 
decided they had better get them on the market now instead of wait- 
ing later for a much longer delivery; so, the fact that the schedules 
were lengthened brought new jobs into the market. 

Senator Gore. Well, do you think it was deliveries that the backlog 
was built up? 

Mr. Burx. No; it comes from all kinds of sources in this business 
and a lot of it is 

Senator Gorn. You are speaking of backlog of unfilled orders? 

Mr. Burx. That is right. 

Senator Gorr. Now, what was the cause of that? 

Mr. Buirx. That is an economic factor. People were building new 
factories. Industrial construction is up very large at the present 
time. They want to get into production by a certain time so they 
contract for their requirements of steel a long time in advance. 

Senator Gore. Do you think it is as simple as the supply 
exceeding: 

Mr. Burx. That is exactly it. 

Senator Gort. Demand exceeding supply. 

Mr. Burx. That is right; that is exactly it. 

Senator Gore. Was there an accretion in prices? 

Mr. Burx. Well, as costs went up, prices went up. 

Senator Gore. As the backlog of unfilled orders went up and time 
of delivery increased, did prices increase accordingly ? 

Mr. Burx. That is a question that I can’t answer categorically, 
because I am familiar with our own company but the country at 
large—I wouldn’t know. 

Senator Gore. You may proceed. 

Mr. Bux. I will continue here. 

In spite of this large backlog of the industry, the American Institute of Steel 

Jonstruction representatives informed the Associated General Contractors com- 


mittee that there were fabricators in the country who had refrained from 
Selling their expected steel receipts and fabricating capacity for long periods 
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ahead and that these fabricators could now give normal or near-normal 
deliveries. 

The Associated General Contractors committee was also informed that the 
American Institute of Steel Construction statistical study indicated that for 
the first 6 to 8 months of 1957, the volume of new orders for fabricated steel 
will exceed shipments of steel to fabricators by the mills. It is expected that 
in the third quarter of 1957 steel rollings for shipment to fabricators will exceed 
new orders for fabricated steel and that the American Institute of Steel Con- 
struction backlog will begin to decrease. 

It was early pointed out that the industry has not yet felt the effect of the 
increase of Bethlehem’s production. Bethlehem’s structural mill was completed 
in 1956 but did not get into full production until November. It is expected that 
Bethlehem will reach its predicted increase of structural sections in early 1957. 
Bethlehem’s increase in plate production will come in late 1957 or early 1958. 

Inland Steel Co. is currently increasing its ingot capacity. When this is 
accomplished, an increased supply of the types of steel used by the fabricating 
industry will be forthcoming. 

United States Steel Corp. will commence to increase its production of wide 
flange beams in 1957, but the entire increase will not be fully achieved until 1959. 

The Associated General Contractors committee had made a statistical and 
economic study of the expected structural steel requirements for the next 10 
years. They forecast that the demand for fabricated structural steel in the years 
ahead would be as follows: 

Tons Tons 
3, 703, 000 
3, 862, 000 
3, 969, 000 1963 
1959 peepee Bd st 4, 130, 000 | 1964_____ i 
RURMINR Ro i sce a 2 910, 000 


Senator Case. Mr. Chairman, when was that estimate made, Mr. 
Blix ? 

Mr. Brix. That was—I have that—September 1956. It is in this 
document here [indicating ]. 

Senator Casr. September 1956 ? 

Mr. Burx. Yes; September of 1956. 

Senator Casr. And that was made in the light of the passage of the 
Highway Act of 1956 ¢ 

Mr. Bux. W ell, I presume so; yes. It did reflect the increased 
steel—the Associated General Contractors of America, Inc., 1227 
Munsey Building, Washington 4, D. C., and it is headed, “1956-65 
Construction Volume Estimates and Structural Steel and Portland 
Cement Requirements.” 

This is their prediction 

Senator Case. And dated September 1956 ? 

Mr. Burx. That is right. 

Senator Casr. Thank you. 

Mr. Burx (reading) : 

The AGC committee was informed that the structural steel fabricating indus- 
try in 1956 will produce 3,250,000 tons— 
and for the benefit of the secretary, I want to stop here: That was an 
estimate made before the shipments for November and December of 
1956 were available. The final figures for 1956, December shipments, 
are not completely in, but the approximate total ‘of shipments expected 
for 1956 is 3,205,000 tons. 

In 1957 the fabricating industry could expect to receive and fabricate steel 
at the annual rate of 3,800,000 tons. AISC representatives assured the AGC 
committee that as the mills’ predicted increase in production of steel becomes 


a reality by 1959. the structural steel fabricating industry will have the capacity 
to fabricate steel at the rate necessary to meet the committee’s predictions of 
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demand in the years to come. It was pointed out that the expeced production 
of 3,800,000 tons of fabricated steel in 1957, plus the 1,250,000 tons of expected 
increase in steel shipments to the fabricators by 1959, is greater than the require- 
ments for 1965. The AISC representatives informed the AGC committee that 
in their opinion the fabricated structural steel industry should be current with 
expected demand substantially before 1959. From then on the industry should 
have a normal backlog and production of fabricated structural steel should keep 
pace with demand. 

All predictions of the AISC representatives were made on the assumption 
that there would be no war or other factors which would upset normal produc- 
tion and distribution of steel to the fabricating industry. 

Very truly yours, 





BR. T. Brrx, 
Chairman, AISO Committee. 

Senator Gore. Mr. Blix, I have seen other estimates which forecast 
an overall shortage of steel products of some 10 million tons by 1960, 
even taking into consideration all presently known plans for expan- 
sion. Would you like to comment on that? 

Mr. Brrx. I am not familiar with that at all. I know a little bit 
about our particular industry and our source of supply but I don’t 
know about the general situation. 

Senator Gore. You are confining your testimony, then, to that 
phase of the industry with which you are familiar ? 

Mr. Bux. That is right. 

Senator Gore. You feel confident that the fabricated steel supply 
will be adequate? 

Mr. Burx. I do. 

Senator Gore. Provided there is sufficient basic metal from fabri- 
cation can be made ? 

Mr. Burx. I do. 

Senator Gorr. Senator Neuberger ? 

Senator NeuBercer. No. 

Senator Gorr. Senator Revercomb? 

Senator Revercoms. Just these questions for clarification myself. 

Mr. Blix, I believe you said that you projected that there would be 
an increase of 2 million tons per year through 1960 in the output of 
steel ingot; is that correct, sir? 

Mr. Burx. There is 2 million tons increased production for United 
States Steel Corp. alone. 

Senator Revercoms. Oh, not in the overall ? 

Mr. Burx. Not overall, that is for United States Steel. 

Senator Rrevercoms. Do you have the figure for the overall pro- 
duction in this country by ingots ¢ 

Mr. Burx. I do not. The figures that we have in this report are 
the items that we are interested in for our industry and you gentle- 
men are also interested in. The steel mills roll sheets for automo- 
biles, roll wire, they roll a lot of things, but the items that we have 
here are used in building of bridges. 

Senator Revercoms. When you use the figure 115 million tons 
annually output of ingots, does that apply only to the United States 
Steel Corp. ? 

Mr. Brix. No, that is for the whole country. 

Senator Revercoms. Mr. Blix, going back to the questions that I 
asked you formerly. Did you say as I recall that the 115 million tons 
of steel production is for total steel production in the United States 
and that the increase as conveyed in your letter stated there covers 
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the increases or the intended or purported projected increases for 

United States Steel Corp. alone of fabricated steel? Is that correct, 

sir ? 

aoe Brrx. It is the increase of ingot production of United States 
eel. 

Senator Revercoms. Ingot production? 

Mr. Burx. Ingot is different from the finished product. 

Senator Revercoms. I understand, sir, 2 million tons. 

Mr. Burx. Yes, sir. 

Senator Revercoms. Then you state the demand for fabricated 
steel projected through 1960. 

Will the increased ingot production of United States Steel alone 
meet the increased demand for fabricated steel set forth in your 
figures ? 

Mr. Brix. Yes, it will, by 1959 is what we are saying. If that 
comes in we should have it. 

Senator Revercoms. Can you state whether you contemplate that 
the other steel producers will increase their output? 

Mr. Bux. They are doing that very thing. 

Senator Revercoms. But you do not know to what extent. 

Mr. Brix. No, we just know about the three companies and we 
lumped in the other producers and I think the other producers will 
furnish more, come up with more than what we have estimated. 

Senator Revercoms. Do we conclude, then, Mr. Blix, that the 
increased ingot production of the United States Steel Corp. will 
meet the projected demands of fabricated steel without considering 
increased production in ingot of the other steel producers? | 

Mr. Burx. No, I didn’t say Mac, you are going to get increase of the 
type of steel that our industry uses from all sources. One of those | 
sources is United States Steel. 

Now, in the case of Bethlehem, this 800,000 tons for Bethlehem is 
actually, if it isn’t right now it very shortly will be here, because that 
plant was built, it got into production after the strike last summer | 
and they had very good months, the last one I heard of, in November. 
That is going to effect the eastern territories and what I say here the 
full effect of that has not yet been felt but it will be felt. That facility 
has been completed, the personnel have been trained and the bugs are 
out of it and they are producing steel. 

Senator Revercoms. Mr. Blix, you may not have understood my 
question for I am a little confused because I thought you stated a few 
minutes ago that the 2 million increase in ingots per year through 
1960 by United States Steel would meet the demand of increased 
fabricated steel through 1960; that is not correct, then? 

Mr. Burx. If I said it I didn’t mean it that way and it is not written 
that way in here. They are one of the contributors to the pool of 
structural steel sections but they are not the only one. 

Senator Revercoms. Quite so, but the projected demand, then, for 
fabricated steel through 1960 from year to year will require more than 
the increased ingots of United States Steel Corp. ? 

Mr. Burx. That is right. 

Senator Revercoms. That is all, sir. 

Senator Gore. Senator Scott? 

Senator Scorr. No. 

Senator Gore. Senator Case. 

Senator Casz. Mr. Chairman, off the record for a moment. 
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(Discussion off the record.) 

Senator Gore. On the record. 

Senator Cass. For the record, Mr. Chairman; Mr. Blix what is the 
American Institute of Steel Construction ? 

Mr. Brix. What is it? 

Senator Casr. Yes, sir. 

Mr. Bux. The American Institute of Steel Construction is an in- 
dustry organization having about 300 members that are all structural 
steel fabricators and they are located in every State in the Union; there 
are big ones and there are small ones and they gather statistical in- 
tormation on bookings and on shipments and I happen to be a director 
of that organization. 

Senator Casr. Now, this report that you have made was made to 
whom ? 

Mr. Burx. It was made to the members of the institute, it was mailed 
out to the members of the institute. 

Senator Casz. And what relationship has it had to the information 
sought by the Associated General Contractors of America? 

Mr. Burx. They are interested in the expected increase in the amount 
of steel because steel is their lifeblood, they have got to have steel, and 
we pass on to the members whatever information we learn about the 
steel supply situation. 

Senator Casr. Did the Associated General Contractors invite the 
American Institute of Steel Construction or its special committee on 
materials supply to supply them 

Mr. Bruix. They invited us. 

Senator Casr. They invited you? 

Mr. Brix. That is correct. 

Senator Casr. And you have reason to think that they invited you 
because you could give them dependable information on the supply of 
steel. 

Mr. Bux. I think that is the reason; yes. 

Senator Casz. That is all, Mr. Chairman. 

Senator Gore. Senator Cotton ? 

Senator Corron. Just one point that is in my mind concerning why 
the chairman interrogated you during your statement. 

I understood you to say that in this backlog of orders extending into 
the future—do I understand that those orders or some of them are 
fictitious in that they are orders of the industry thinking that they may 
need this steel and wanting to protect themselves but actually they are 
not certain that they wil! need it? 

In other words, when we are traveling by air the airlines have 
quite a time with what they call “no shows,” people who have made res- 
ervations far in advance for every Friday night or every Thursday 
night and they don’t use them. Is some of your backlog that type 
of orders? Did I understand that? 

Mr. Bruix. Well, I would have no way of knowing. The bookings 
that are reported are firm, bona fide orders. 

If a corporation in its wisdom, like General Electric, decided to cut 
back on their expansion program there might be cancellations, but 
these are all firm orders at the time. There is no way of knowing 
what might happen. 

Senator Corron. Well, I merely thought there was something in the 
wording of your statement at the time the chairman was moved to ask 
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the question that indicated that some of this backlog of orders was 
caused by fear of future shortages. You didn’t intend to say that? 

Mr. Burx. Well, yes; I would say that, if you are going to build 
something yourself personally and you see ‘that the supplies are begin- 
ning to dwindle when you are going ahead with that particular job 
yourself, you are going to get into that before all of it is gone, I think 
it is a law of supply and demand that works on that. 

Senator Corron. But I might get in an order even if I thought that 
I might be planning to build something. 

Mr. Burx. You commit yourself to a supplier, a fabricator, you are 
just giving him a bona fide order and the fabricator who accepts that 
order has no way of knowing what might be in your mind at some 
future time, that you might cancel it or might not cancel it. 

Senator Corron. All right, thank you, Mr. Chairman. 

Senator Gore. In other words, you did say exactly that the backlog 
itself generated orders. It generated orders because of apprehension 
of shortages and a lengthened period of filing of orders. 

Senator Hruska ? 

Senator Hruska. Wouldn’t it be right to say that it would acceler- 
ate orders rather than generate them, because normally the orders 
which are placed are for the purpose of filling bona fide needs? Now 
then, obviously if the normal delivery period i is 6 months and by rea- 
son of this backlog it becomes 18 months, the man who is planning on 
building a factory or a warehouse which is ready for delivery, say, as 
of January 1962 or, say, January 1960, he is going to order that 18 
months in advance rather than 6 months in advance ; isn’t that just 
about the situation ? 

Mr. Brurx. Right, sir. That is right. 

Senator Hruska. So it is not a matter of generating the orders so 
much as it is accelerating them ? 

Mr. Burx. I think that is a better word. 

Senator Hruska. That is all, right now, Mr. Chairman. 

Senator Gore. The committee appreciates your testimony, Mr. Blix; 
thank you for coming. 

Mr. Bruix. Thank you. 

Senator Gore. There will be inserted in the record at this point a 
letter from Mr. H. C. Delzell, managing director of the Concrete Rein- 
forcing Steel Institute, enclosing a report covering the av ailability 
of reinforeing bars and their estimate as to the supply for the future. 

There will also be inserted at this point in the record a letter and 
statement of Mr. Frank B. Brown, managing director of the Wire 
Reinforcement Institute, regarding the availability of welded wire 


fabric. 


(The above-mentioned letters and statement are as follows :) 


CONCRETE REINFORCING Steet INSTIrTuTE, 
Chicago Iil., January 18, 1957 
Hon. Atrert Gore, 
Chairman, Subcommittee on Highways, Senate Public Works Committee, 
342 Senate Office Building, Washington, D. C. 

Dear SENATOR Gore: Attached is our report covering the availability of rein- 
forcing bars at the present time and our considered estimate as to the supply for 
the future. 

We have, as requested, kept this report very brief. In the event your com- 
mittee desires additional information, we will do our best to obtain it for them. 

Very truly yours, 
H. C. DELZELL, Managing Director. 
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STATEMENT OF H. C. DELZELL, MANAGING DIRECTOR, CONCRETE REINFORCING STEEL 
INSTITUTE 


Mr. Chairman and members of the committee, following is an excerpt from a 
report by the task force of the American Road Builders’ Association, relative to 
the availability of reinforcing bars for use in highway construction, authorized 
by the Federal Aid Highway Act of 1956. 

A careful review of the following statements, which were made by the writer 
early in 1956, indicates the information given at that time is applicable as of 
this date. Proof of this statement lies in the fact that presently there is on 
hand not only a sufficient supply of reinforcing bars to meet all current demands 
but a substantial surplus supply of this product. 

Press reports indicate there is a serious shortage of structural steel. This 
shortage should cause no great concern as any type of highway structure en- 
visioned under the National Highway Act can be built of reinforced concrete, 
which means that the highway program need not be held up because of a shortage 
of structural steel. 

“Highway construction requires relatively large amounts of reinforcing bars, 
Since this material can be produced either on mills normally assigned for this 
type of production or on mills generally used for producing bars of other types, 
actual production is very flexible and often exceeds the rated reinforcing bar 
eapacity. The following table shows the production, shipments, and rated 
capacity for the years 1944 to 1955, inclusive: 


“Reinforcing bars 


i 





| 
“Year Production | Shipments | Rated 

| | capacity ! 

| | 

| Tons Tons | Tons 
1944 ?__.. . bs ‘ tae ---| 628, 944 654, 000 1, 538, 950 
1945 ?__ ; i 834, 806 | 838, 000 | 1, 588, 950 
1946_.... , Siew ik ‘ 1, 167, 038 1, 190, 000 1, 538, 950 
1947__ bsuise ‘ baa bases ditaena Sued 1, 466, 822 1,453,000 | 1, 538, 950 
1948___. é ; widens taleiadiecra 1, 560, 928 1, 542, 000 | 1, 512, 400 
1949... isle east Sd esac emadon ae 1, 663, 847 | 1, 573, 000 1, 658, 060 
Beees oo uy hievdhwensneaaeeasie 1, 832, 606 1, 674, 000 1, 658, 060 
AAZE «Lb, ~sine ~cSC AED ORES ~eltkn 62d c a aes eed ae | 2, 084, 776 | 1, 900, 000 | 1, 658, 060 
1952 : ? ; s acamaiees 1, 974, 276 1, 813, 000 1, 958, 480 
1953... : eaten Hiaawsashudnadaheatotel 2, 042, 282 1, 849, 000 | 1, 958, 480 
1954. ..... Siar ln Js. Som See 1, 924, 694 1, 751, 000 1, 958, 480 
1955... ‘ wubens dtheahitie komme .-| 32,200,000 | 2, 164, 641 1, 958, 480 
1056...... ; heed bee oe Ce eee (4) | (4) | @) 


“| See next paragraph for explanation of rated capacity. 

‘2 Production limited by War Production Board directives. 

“8 Estimated. 

“4 Total figures not available at this date. 

“It will be noted from the table that in numerous years annual production 
exceeded the rated capacity. This indicates that the additional production over 
rated capacity was obtained from mills not normally used for reinforcing bar 
production. The industry capacity for the production of bars other than rein- 
forcing amounts to at least 14 million tons annually. Shipments of these products 
in 1955 totaled approximately 10,600,000 tons, about 940,000 tons less than in 
1953. This indicates that 3,400,000 tons of idle capacity existed in 1955. Much 
of this capacity, at least two-thirds, or 2,300,000 tons, could be used for reinforcing 
bar production. 

“In 1955 highway construction used about 689,000 tons of reinforcing bars in 
structures plus a small amount, some 8,000 or 9,000 tons, in pavement, leaving 
about 1,467,000 tons for all remaining consumers. With present facilities industry 
is capable of producing at least 4,300,000 tons of reinforcing bars. On the basis 
of current consumption this production would provide some 2,800,000 tons for 
highway use. It is evident that this tonnage is greatly in excess of any fore- 
seeable highway program level. The task force feels, therefore, that no shortages 
in reinforcing bars should occur.” 
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Wire REINFORCEMENT INSTITUTE, 
Washington, D. C., January 28, 1957. 
Hon. ALBERT GORE, 
Chairman, Subcommittee on Roads, Committee on 
Public Works, Senate Office Building, Washington, D.C. 

DearR SENATOR GoRE: It has been brought to our attention that there is a 
reported shortage of steel needed for the new national highway program pro- 
vided for in the Federal-Aid Highway Act of 1956. The purpose of this letter is 
to present you with the facts concerning the availability of steel welded wire 
fabric, which presently is in oversupply, for the expanded highway program. 

Accordingly the attached statement, giving information as to the availability 
of welded wire fabric, has been prepared by the undersigned, Frank B. Brown, 
managing director of the Wire Reinforcement Institute, Inc. The Wire Rein- 
forcement Institute, Inc., is a national trade association representing the manu- 
facturers of 95 percent of the welded wire fabric produced in the United States. 

We are enclosing 25 copies of this letter and attached statement for the use of 
the members of your subcommittee. If additional data is required, we will be 
pleased to furnish you whatever information is available. 

Very truly yours, 
FRANK B. Brown, Managing Director. 


STATEMENT OF FRANK B. Brown, MANAGING DrtRecTorR, WIRE REINFORCEMENT 
INSTITUTE, INC. 


Mr. Chairman and members of the committee, my name is Frank B. Brown 
and I have prepared this statement as managing director of the Wire Reinforce- 
ment Institute, Inc. The Wire Reinforcement Institute, Inc., is a national 
trade association representing the manufacturers of 95 percent of the welded 
wire fabric produced in the United States. 

In anticipation of the Nation’s expanded highway program and increased 
capital goods expenditures by commerce and industry, this segment of the steel 
industry began several years ago to increase its capacity. Millions of dollars 
have been spent to provide new production facilities not only for the fabric itself 
but for the raw steel from which it is fabricated. 

Proof that this program has already had its influence on the economy is 
demonstrated by the fact that in the construction year now coming to a close 
there were no major stoppages of projects due to a shortage of welded wire 
fabric. This was accomplished despite the fact that there was a steel strike 
of over a month’s duration. 

Another indication of the industry’s increased capacity and ability to service 
its customers in 1957 is the recent establishment of production facilities in a 
more widespread geographical pattern. Shipping problems are minimized and 
deliveries speeded by this development. 

The record of the industry is well covered in the 1956 American Road Builders’ 
Association task force report, entitled ‘““The Highway Construction Industry in a 
Long Range National Highway Program.” This report gives capacity studies on 
materials and supplies and presents a very good picture concerning the ability 
of the welded wire fabric industry to supply the requirements of the highway 
program and at the same time satisfy all other demands. 

I quote from pages 36 and 37 of the American Road Builders’ Association 
report, as follows: 

“(5) Welded wire fabric reinforcement: Only spot shortages of wire fabric 
reinforcement were reported last year. The present situation appears to be 
about the same as that reported by this task force last year. Table V which 
follows shows the estimated full-year capacity, total shipments, and highway 
shipments during the years since 1945: 
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TABLE V.—Welded wire fabric 


[Thousand tons] 
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Capacity, Capacity, ba 
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“It appears that the wire reinforcement industry shipped some 475,000 tons 
last year but could have, under ideal conditions, shipped 750,000 tons. There was, 
therefore, some 275,000 tons of capacity that was not used. Part of this capacity 
was lost in changing from one type of fabric to another. Some 20 different 
types of paving and some 60 different types of pipe fabric are manufactured. 
The time lost in shifting from one to another of these 80 types causes a heavy 
production loss. A still larger part of the production loss was caused by off- 
season shutdowus. In the North, paving is not performed in the winter. The 
contractors do not therefore buy paving fabric in the winter for they cannot, in 
many cases, be paid for the fabric until it is incorporated in the pavement. 
In addition, highway construction contracts are often let in the spring for com- 
pletion the same year. The fabric for the pravement cannot, of course, be 
purchased until the contract is let nor can it be stocked in any significant 
quantities at the mills. There are, therefore, two things that the highway en- 
gineer can do to assist in increasing the actual production of wire fabric. First 
the contracts can be let in the fall so the contractors can purchase the wire 
fabric during the winter and store it on the job. Second, the payment provisions 
could be modified where necessary to allow payment for materials delivered on 
the job site but not incorporated in the job. In addition, the task force suggests 
that wire fabric users and producers investigate the possibility of greater simpli- 
fication in fabric types. This would reduce changeover time, lower costs and 
increase production. 

“As table V shows, only 475,000 tons of wire fabric were produced last year 
although the 12-month capacity is estimated at 750,000 tons. Actual production 
was therefore only 63 percent of capacity. This percentage could and should 
be improved both for the benefit of the consumer and the producer. 

“Table V also shows that 110,000 of the 475,000 tons produced in 1955 was 
shipped for highway work. Table I indicates a 118,000 ton use of pavement 
fabric but it is known that 8,000 or 9,000 tons of this was bar mat. Another 
60,000 tons of wire fabric was consumed in the production of the pipe used in 
highway construction. Other construction, therefore, used some 305,000 tons 
of various types of fabric. 

“Tt is estimated that if a concerted effort were made, actual production could 
be increased to the extent that it would be at least 70 percent of rated 12-month 
capacity. This would provide about 577,000 tons of wire fabric reinforcement in 
1956. Allowing 315,000 tons for other types of construction, almost 262,000 tons 
would be available for highway pavement and pipe. This would be more than 
ample for the $5.7 billion 1956 highway program. A similar computation would 
show that 289,000 tons will be available for highway pavement and pipe in 1957. 
This is ample for a $7.5 billion highway program. 

“The task force feels, therefore, that the supply of wire reinforcement will 
not be a problem and that the reinforcement producers will be able to supply 
all the wire fabric needed for the highway program and at the same time 
satisfy other demands as well, especially if demand and production are more 
evenly spread over the year.” 

Table V in the American Road Builders’ Association report records the gradual 
growth of the welded wire fabric industry in the past 10 years. This growth 
is continuing to the extent that the present seasonal welded wire fabric shipments 
are approximately only 50 percent of the industry’s capacity to produce. It is 
my opinion that the industry will be able to supply all the fabric needed for 
the highway program. 
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In conclusion, Mr. Chairman, may I thank you and the committee sincerely 
for this opportunity to demonstrate our capacity to fill all welded wire fabric 
needs for the Nation’s highway program. Please be assured we will do every- 
thing in our power to help achieve the splendid goal your committee has set. 
This goal—a modern interstate system—will add immeasurably to our prosperity 
and play an important role in the defense of our Nation. 


Senator Gorn. The committee will now hear Mr. Leon Keyserling. 

Mr. Burx. Senator, Mr. Harvey Smedley, the guatlonne sitting 
here to my left, if you want it in the record, he is the secretary of the 
American Institute of Steel Construction and their counsel. 

Mr. Smeptey. I don’t know whether you want my appearance noted 
in the record. 

Senator Gore. We would like your appearance noted and invite 
you to make any statement you wish to make. 

Mr. Smeptey. I have no statement to make, I just came down with 
Mr. Blix. 

Senator Gorr. The committee appreciates your presence. 

Mr. Keyserling ? 

Mr. Keryserurne. Mr. Chairman and members of the committee, I 
very much appreciate the opportunity to talk about this steel prob- 
lem. However, I am not going to read my prepared statement, which 
has been prepar ‘ed for the record and for the convenience of the press. 
Instead, [ am going to talk orally, and utilize a few charts which I 
have here. First, I would like to insert at this point my prepared 
statement. 

(The statement referred to is as follows: ) 


PREPARED STATEMENT OF LEON H. KEYSERLING 





Mr. Chairman and members of the committee, I appreciate this opportunity 
to appear before you, in the course of what I understand to be your examination 
of the adequacy of the steel supply in terms of the vast long-range highway con- 
struction program which the Congress authorized last year. It is not my func- 
tion to put before you the need for this road program, a matter which has already 
been determined by the Congress. However, I hope that I may be able to shed 
some light upon the steel supply problem in the perspective of the current func- 
tioning and clearly foreseeable needs of the whole American economy. In brief, 
it is my current view (a) that we are now suffering from at least a sizable short- 
age of steel production and capacity; and (b) that, in the absence of even more 
vigorous expansion of productive facilities than is now contemplated, this short- 
age will within a year or two become increasingly acute, if a general condition of 
high prosperity is maintained at the advancing levels which derive from our 
growing labor force and growing productivity, and if the priorities which we 
most need to serve—both for international security and for domestic economic 
strength and well-being—are not to be grossly neglected. The President’s 
recent budget message, underscoring our enlarged responsibilities in a turbulent 
world and on the domestic front strongly reinforces my position. 

It should always be remembered, although it is at times forgotten, that a 
finding by an economist in favor of more steel production and capacity does not 
imply an inimical attitude toward the steel industry. Those whose lives and 
livelihoods are involved in the steel industry share with all other Americans in 
the desire and need for maximizing the security and strength, the progress and 
sound growth of our economy as a whole. And those who might be quick to re- 
sent a clear expression of reasoned views on this subject should be the first to 
acknowledge that, at least on the basis of experience thus far, the people who in 
the past have advanced the case for steel expansion have turned out to be correct 
while those who resisted have turned out to be mistaken. This was true not only 
of the situation just prior to World War II. In 1948, with no war either large or 
small in prospect, there were those who insisted, without immediate success, that 
steel production and capacity were much too low even for the needs of a high and 
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advancing peacetime economy. Despite the economic recession of 1949, the early 
part of 1950, before the advent of the Korean war, made manifest a serious short- 
age of steel. This was clearly shown by price trends, by the difficulties of small 
business in particular, by the rampant speculation in scrap, and by other indica- 
tors. And when the international situation became more critical in the middle of 
1950, steel expansion—too long neglected—needed to be undertaken at so rapid a 
rate that it contributed powerfully to inflationary forces. Yet after the Korean 
war, as after the end of World War II, the steel expansion programs which had 
been feared by some as excessive for peacetime use, were quickly absorbed by a 
well-functioning peacetime economy. In fact, new pressures upon the steel supply 
quickly developed. This is a problem which cannot be solved by castigation or re- 
crimination in any quarter; it requires the mutual efforts of industry and gov- 
ernment, and the first step toward the promotion of these mutual efforts is to look 
squarely at the facts. 

The facts which bear upon my conclusion that we need much more steel 
production and steel capacity are, in summary, these: 

(1) A healthy condition in the steel industry, from its own viewpoint and 
the Nation’s, requires operations under which actual production falls within 
a range of about 90 percent of theoretical capacity. This leaves room for 
the sudden imposition of unexpected tasks in an unsafe world. But in 1953, 
steel production was at about 95 percent of theoretical capacity, and in 1955 
it was at about 93 percent despite the fact that the early part of that year 
was marked by incomplete recovery from the 1953-54 economic recession. In 
the first quarter of 1956, steel production was at about 99.6 percent of 
theoretical capacity, and in the second quarter about 95.9 percent. The third 
quarter of the year was affected by the steel strike; but in the fourth quarter, 
production rose to an estimated 101.4 percent of theoretical capacity. 

(2) Steel prices have risen for a variety of reasons. But the presumption 
most favorable to the industry is that they have risen in part because of demand 
in excess of supply, and not solely because of the power of the industry to ad- 
minister its price structure regardless of the relationship between supply and 
demand. Starting with the year 1939 as a base represented by an index figure 
of 100, the composite wholesale price of finished steel had risen by the fourth 
quarter of 1956 to an estimated index of 237.5, while the index of wholesale 
industrial prices as a whole had risen only to 213.8. More important, it was 
not until 1953 that steel prices, measured from the 1939 base, approximately 
caught up with wholesale industrial prices. Compared with 1953, as a whole, 
while wholesale industrial prices by the fourth quarter of 1956 had risen only 
about 9 percent, steel prices had risen more than 22 percent. Most important 
of all, comparing fourth quarter 1956 prices with prices in 1955 as a whole. 
while industrial prices had risen only about 6 percent, steel prices had risen 
about 12 percent. 

(3) The pressure on steel has not arisen, as may have been the case in total 
war, because the total economy has been growing at an abnormal rate, or rushing 
ahead too fast. Quite to the contrary, the recent and current pressure on steel 
has developed while the rate of expansion of the economy as a whole has been 
falling progressively below the long-time normal rate. During the years 1947-53 
inclusive, the average annual rate of our economic growth, measured in uniform 
1955 dellars, was 4.7 percent; during the years 1953-56, it fell to 2.6 percent; and 
from fourth quarter 1955 to fourth quarter 1956, it was only 2.5 percent. This 
last figure is far below the 40-year average of about 3 percent, and less than 
half the average during the first 7 years after World War II. Manifestly, if 
the growing labor force and growing technology and productivity are not to result 
in rising unemployment and recessionary developments, the rate of growth of the 
total economy must swing upward toward, if not exceed, the average rate since 
World War II. 

(4) Since steel production has been pressing so closely against rated ca- 
pacity, and since steel prices have been rising sharply, it is abundantly clear 
that we need more steel in order to resume a safe or normal rate of economic 
growth. But the need for more steel becomes even more pressing, when we 
examine the economy and its needs with more particularity. Comparing 1956 
with 1953 in uniform 1955 dollars, national security outlays for goods and 
services have been cut from 14.7 percent to about 10 percent of total national 
production, or a slash of about 32 percent in the portion of total production 
devoted to national security. Concurrently, total Federal goods and services 
outlays for other purposes—for schools, roads, residential construction, re- 
source development, etc.—have been cut from 2.3 percent to about 1.4 percent 
of total national production, or a slash of about 39 percent in the portion of 











168 NATIONAL HIGHWAY PROGRAM 


total production devoted to these vital purposes. The President’s recent budget 
message embodies a very moderate effort to reverse this dangerous downward 
trend. ‘The danger of this trend is to be measured not only by seriously 
cumulating backlogs of domestic need. Even more, it should be measured by 
the international situation. While we have in the most recent 12 months grown 
in real terms by only about 2.2 percent, and while we have achieved an in- 
crease in steel supply at best only sufficient to serve this very low rate of 
growth, the Soviets have been expanding their economy at 4 to 5 times this 
rate. Moreover, the Soviets have been allocating larger proportions of their 
total national production to the industrial and military components under- 
pinning their aggressive designs. Consequently, the need for us to resume 
quickly a much faster rate of economic growth, and to channel a substantial 
part of this growth into those very undertakings which involve large utiliza- 
tion of steel, is imperative by all tests. 

(5) I have frequently estimated that, in order to maintain a healthy eco- 
nomy,and to serve the great priorities of our needs both domestic and inter- 
national, we need to expand to an annual level of total output of 500 billion 
dollars by 1960, measured in 1955 prices. Recently others who had originally 
projected lower goals, including some members of the current administration, 
have revised their goals upward to approximate mine. Looking at the re- 
quirements of the economy also in the perspective of its internal composition, 
it appears that to meet these goals for the economy as a whole would require 
that steel production be raised to more than 147 million tons annually by 
1960, contrasted with an estimated 115 million in 1956 as a whole, and an esti- 
mated annual rate of about 129 million in the fourth quarter of 1956. Cor- 
respondingly, and allowing for a reasonable reserve, rated steel capacity would 
need to be increased to about 164 million tons by 1960, contrasted with about 
128 million in 1956 and an estimated 133.5 million in 1957. This means that, by 
1960, we need to raise annual steel production almost 28 percent above the 
level for 1956 as a whole, and steel capacity almost 23 percent above the level 
now estimated for 1957. In contrast with this need, the present expansion 
plans of the steel industry call for a rated capacity of about 143 million tons 
by 1959. 


Mr. Keysertine. I want to say first of all that, while there may be 
defects in the analysis that I am going to make, I do not represent 
anybody at all except myself and what I have gained from experience 
and an independent study of the steel problem from the viewpoint 
of the interests of the national economy. 

I also want to say that I do believe that since 1939 we have been 
suffering from a rather continuous shortage of steel relating to the 
needs of the national economy. I would like just to say a few words 
about that and make a couple of general points and then get the 
charts, which are more illustrative. 

You may all recall that, at the beginning of World War II, the 
judgment of the industry and some other experts was that there was 
not needed a large expansion of steel capacity. We soon found, to 
the contrary, that a very large expansion was needed; and we also 
found that when World War IT was over the expectations that there 
would be an excess steel supply on the restoration of a peacetime 
economy did not materialize. 

By 1948, when we were in a relative peacetime situation and had no 
expectation of the Korean war, I became very much interested in 
this steel situation from the viewpoint of the operations of the 
economy and felt that at that time that there was a substantial steel 
shortage. 

Senator Gore. I didn’t get that date. 

Mr. Keysertine. In 1948. Despite the economic recession in 1949, 
by the early part of 1950 before the Korean war, steel prices were 
rising. You may recall that small-business men in particular were 
being squeezed out of an opportunity to obtain steel, there was great 
speculation in steel scrap, and there were substantial increases in 
steel prices. 
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Again at the start of the Korean war, there was considerable differ- 
ence of opinion as to the desirability of steel expansion, but an expan- 
sion program was put through. Again, when the Korean war was 
over, and during the past few years, as I shall show, there has been a 
very substantial increase in the demand for steel. We have had pe- 
riods of steel shortages, except during brief periods of rather sub- 
stantial economic recession, and the situation, I think, is pressing 
today. 

I reais to make one general point before coming to the charts. 
In one sense, there is never a talk: shortage if you measure the actual 
operations of the economy solely against the steel being used, for the 
very simple reason that steel is so important to the whole economy 
that the two have in one sense to correlate and conform. In other 
words, you can always make a case that there is an adequate suppl 
of steel because the economy’s operation as a whole is consistent wit 
the supply of steel. But manifestly, that is an astigmatic view, 
because there are many times when the operation of the economy is 
conditioned by the short supply of steel, and therefore the whole 
operation of the economy is adversely affected and parts of it are very 
seriously adversely affected by the shortage of steel. 

I am going to break my presentation into two parts. The first 

art will deal with the relationship of steel to the general economy. 

have always found it to be a much neglected essentiality to look at the 
question of steel supply or of power supply or some other specific sup- 
ply in terms of the operation of the economy as a whole. It is very 
essential to do this because an industry does not exist for itself; it 
exists to serve the economy. 

The second point I want to make is that in 1948 I had a very friendly 
and long discussion with a top official of the steel industry—I won't 
mention the name simply because I don’t want to get into personal- 
ities—and I discussed with him the question of the steel shortage. 
He said we admit that we do not have enough steel if the economy is 
going to continue to grow at anything like the rate which it has shown 
over the past few years, but we have seen from long experience that 
we operate in an economy that has 7 years of feast and 7 years of 
famine, and, therefore, in steel capacity and steel investment we need 
to maintain a poised position halfway between what is needed at the 
peak and what is needed at the trough. I said that, while that might 
have been understandable in the days before World War II, we do 
not now live in the kind of world where we could afford to adjust a 
capacity as basic as steel to the ups and downs of the business cycle, 
particularly when our experience since World War II had shown, 
and I believe will continue to show, that the troughs will be relatively 
small and that the rate of growth will be substantially large, and that 
the talk about maintaining steel in a poised position under these cir- 
cumstances is very much like saying that we should maintain a level 
of transportation capacity or of road capacity which was somewhere 
halfway between what we needed when we were operating at a high 
level of prosperity and when we are operating at a level of depression. 
In fact, since steel serves the whole economy, this is a tremendously 
important point. 

I want to show a few charts, the first of which indicates the develop- 
ments in the general economy which are particularly pertinent to the 
production of steel, and then a few charts which deal specifically with 
the steel situation. 
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The identity of the sources is indicated on the charts themselves; the 
data on national production 

Senator Casz. What is that? "What does it say there? 

Mr. Keysertrnc. This says, “Data, Actual, United States Depart- 
ment of Commerce and American Iron and Steel Institute, Estimate 
of 1960 Needs, Conference on Economic Progress.” 

Senator Hruska. Mr. Chairman, I think it would be helpful to 
have the name of a book and page number, the Department of Com- 
merce is a big Department, to not know that many of us would 
know just what page to go to unless we had some specific reference. 

Mr. Keryserurna. I would be glad to furnish you with any specific 
reference that you would like to have. As I go along, you will see that 
the type of figures that I deal with are of a commonplace, garden 
variety to which I apply certain interpretations. This will become 
a as we start on this first chart. 

Senator Corron. Before you leave that, what do you mean by Con- 
ference on Economic Progress ? 

Mr. Keryseruine. That is an organization with which I am con- 
nected which is a nonprofit, nonpartisan organization engaged in 
making studies of economic problems, we think in the interest of the 
public. The committee can make its own judgment on that as I go 
along. 

Senator Case. Who does it represent ? 

Mr. Krysertine. Well, it is an organization like the Committee on 
Economic Development, with which you may be familiar, or the 
National Planning Association, with which you may be familiar. 

Senator Case. Who are its constituent members ? 

Mr. Keyseruine. Well, its constituent members are mainly the 
groups and individuals who contribute to its support. 

Senator Gore. Will you supply for the record 

Mr. Keysertine (interposing). I would be glad to make available 
for the committee a complete list of who they are, although as I shall 
indicate, neither they nor the conference are in any way participants 
in this hearing. 

Senator Gore. Off the record. 

(Discussion off the record.) 

Senator Gorr. On the record. 

Senator Casr. Mr. Keyserling, are you presently employed by this 
Conference on Economic Progress ? 

Mr. Keysertinc. I am a member of the board of the conference 
and I am also the staff director of the conference. 

Senator Case. Are they responsible, then, for this chart? 

Mr. Kerysertine. No, they are not responsible because they do not 
dictate nor control the research activities, which attempt to be objec- 
tive and independent. In fact, most of the charts I am using are 
blown up from previous general studies, and were not prepared es- 
pecially for these hearings. 

Senator Case. Well, who financed the making of the chart? Is 
that your contribution ? 

Mr. Keysertrne. As to the charts prepared especially for these 
hearings, I am paying for them myself as a public service. 

Senator Nevpercer. Mr. Chairman, wouldn’t it be a good idea if 
everybody who appears before this committee submit a bibliography 
to annotate all possible sources of statistics as to page, financial con- 
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tribution, and so on? I mean, this should not be exacted just of Mr. 
Keyserling. We had an earlier witness who submitted a great many 
statistics and figures on steel production and this extensive bibliogra- 
phy wasn’t asked of him. I suggest it be universal for all witnesses. 

Senator Case. Mr, Chairman, I sought to get some identification 
of the man who was speaking before and when he said the Associated 
General Contractors had asked for the information, the Associated 
General Contractors is a group well known to the Public Works Com- 
mittee and if anybody wants to go into the background of that that is 
well and good, and the institute was composed of constituent mem- 
bers who represented the steel industry. It is perfectly apparent 
that the figures presented before represented the steel industry as 
such. I would just like to know the identity of the material that is 
now to be presented. Whom does he represent? At whose interest 
is the chart made? Who is paying for it? It is obvious that the 
previous man was representing the steel industry. 

Senator Gore. So far as the Chair knows Mr. Keyserling repre- 
sents himself as a citizen. I have been acquainted with Mr. Keyser- 
ling for some 18 years. He was a very young man in public service 
when I first knew him. He has established himself, I believe, with 
a national reputation of being an informed observer. I requested 
and invited him to appear because I thought he had specific knowl- 
edge on this problem. 

The Chair would like to suggest that Mr. Keyserling present his 
statement and if he does not give sufficient identification of the 
sources of his information, his facts, and statistics to satisfy the 
committee then at that time the committee can make such inquiry as 
it desires. 

Mr. Krysertine. I want to say that I shall certainly be very happy 
to supply the committee with any information it wishes. As you may 
see, the source for the gross national product data is: “United States 
Department of Commerce.” It is not customary to put the page 
numbers on such charts, for such information has appeared in the 
publications of the Bureau of Foreign and Domestic Commerce over 
a period of many years, but I will be happy to supply any specific 
information the committee wants. These charts were developed for 
the most part—except for the projections—from official Government 
statistics or industry statistics. Of course, the projections involve 
matters of judgment, for which I take responsibility. The analysis 
I am presenting is my study of anticipated steel needs, not the study 
of the steel industry, nor the study of any industry group, nor the 
study of any other group. It is the product of my own investigation. 

I think that as we go along it will become apparent as to what the 
dividing line is between the official statistics and matters of projec- 
tions. 

The yellow (top) line of this chart represents the gross national 
product in uniform 1955 dollars. The gross national product is the 
total operation of the American economy—the sum total of all forms 
of economic activities, business investment, consumer spending, Gov- 
ernment outlays, and so forth. And therefore, it is generally ac- 
cepted as the best single measurement of the overall rate at which 
the economy is running and the overall demand which the economy is 
providing for goods and services. 

The black (second) line represents the tons of steel produced per 
million dollars of gross national product. For past years these fig- 
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ures are merely the arithmetic result of dividing steel production by 
the gross national product. The 1960 figure represents our estimated 
full employment needs and will be discussed more fully a bit later. 

The bottom line represents steel production itself. Therefore, you 
have three things on this chart: you have the total operation of the 
economy based on Department of Commerce figures; you have the 
steel production based upon the figures of the steel industry; and you 
have the tons of steel used per million dollars of gross national 
product. 

There are various ways of measuring the relationship betwen steel 
and the general economy. I think gross national product is the best 
measure to compare with steel because steel is a widely used product 
and gross national product is the best single indicator of the varie- 
aia operations of the total economy. 

This chart shows, broadly speaking, that the trend of steel pro- 
duction has marched along in line with the overail trends in the gen- 
eral economy. Very important is this line which shows tons of steel 
poeettiat on a per rrillion gross national product basis, giving as a 

asis for deciding whether there is any noticeable consistency of 
trend in the amount of steel produced relative to the size of the 
economy. ‘To illustrate various possible situations, one would sup- 
pose that if you were moving into a more industrialized nation, the 
economy would, in general, use more steel per million dollars of gross 
national product, and similarly, if we were moving into a war econ- 
omy the ratio of steel use to total gross national product would be 
even higher. On the other hand, if we were moving into an indus- 


trial economy in which other types of products were increasingly 


taking the place of steel this would compensate in part for the fact 
that steel use generally increases in a bigger economy. 

Now, this is a historical approach, it 1s not a hypothetical approach, 
and it is not a personal-view approach. What I have done here is 
simply to show that the use of steel per million dollars of gross na- 
tional product except in periods of recession 

Senator Kerr (interposing). Per million tons or per million 
dollars? 

Mr. Kerysertine. Per million dollars, has moved, roughly speaking, 
along this line. There is a dip during the economic recession of 1949 
and another dip during the economic recession of 1953-54, but the 
level showing the relationship to gross national product in 1947-49, 
and also in 1951-53, before the recession of 1953-54, and the current 
utilization, in 1955-56, all seem on balance to be a fair approximation 
of what the need might be in the future, assuming certain trends in 
the level and composition of gross national product. 

I have projected the 1960 relationship, and the projections, of 
course, are not from official sources. The projected requirements for 
steel are based, not on the World War II relationship to gross na- 
tional product, but on the average rate since World War II during 
periods of relatively high level economic activity. The fact that we 
have used steel production, rather than consumption, in making our 
full employment projections creates an apparent upward bias in our 
results, but this is more than balanced by the assumption of needed 
high levels of construction in 1960, with consequent higher usage of 
steel per unit of the Nation’s output. For example, we have to con- 
sider the needs for a large highway program, the needs for construc- 
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tion of schools and hospitals, the needs for an enlarged housing- 
construction program, especially to make up for recent ’ defic its, and 
so forth. 

On that basis, I believe the projection to 1960 is conservative be- 
cause it uses a rate of steel pradimetion relative to gross national 
product not up to a war level, nor up to the peaks reached in some 
peacetime years, but only up to the rates obtaining regularly in years 
of high-level prosperity. On that basis I arrive at a projection which 
would carry the requirements for steel in 1960 to about 147 million 
tons. 

The production in 1956, though at 115 million tons for the year as 
a whole, varied greatly during “the year. It rose to an annual rate 
of something like 128 million tons in the fourth quarter of the year, 
but it was very much below that in the third quarter due to the steel 
strike, and that is what made the average for the year only 115 mil- 
lion. During the first quarter of the year it was somewhere in the 
nature of 126 million. 

I would like to come back to this a little later, but I would like to 
go first into a few of the other charts which relate to the operations 
of the economy and show on a more refined basis the reasons for the 
estimates. 

Senator Kerr. Before you leave that would you again tell us just 
what is meant by GNP ? 

Mr. Kerysertinc. GNP, or gross national product, is a measure 
of the total economic production of the American economy. 

Senator Kerr. Is it the total production of the American 

Mr. Keysertine (interposing). It is equivalent to total produc- 
tion because total production 

Senator Kerr (interposing). Its relationship, then, to the total oper- 
ation is by reason of the fact that the total operation results in a 
certain gross national production ? 

Mr. Keyseriine. Yes. 

Senator Kerr. But the figures you use are the result rather than 
itemization of the specifics back of it ? 

Mr. Keyserttnea. In a sense, yes, but I also have the specifics in back 
of it. 

Senator Kerr. I understand, but as you talk about it—— 

Mr. Kryseritne (interposing). The gross national product may be 
looked upon as the level of spending in any year, since the expendi- 
ture for goods and services equals the level of production. For exam- 
ple, if you invest a billion dollars in new plant in a year, you spend 
a billion dollars to build the plant and facilities and there is a billion 
dollars worth of spending. If consumers buy a billion dollars’ worth 
of goods, they are buying a billion dollars worth of production. The 
gross national product is the commonly accepted measurement of the 
total operation of the economy. For example, if the gross national 
product is now over $400 billion and in 1939 it was about $200 billion, 
expressed in constant 1956 dollars—that is, adjusted for price 
change—then the annual level of production in the United States is 
now more than twice what it was in 1939. This resulted from higher 
personal consumption expenditures, higher business investment, and 
higher outlays by Government. Adjusting for population grow th, it 
means a higher standard of living. 

Senator Caser. Is it synonymous with income? 
Mr. Krysertine. No, national income is somewhat lower than gross 
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national product for technical reasons. National income runs about 
15 or 20 percent lower than gross national product. If you drew a 
national income line you w ould get much the same trends and ratios 
but at a somewhat lower absolute level. 

Senator Kerr. Does the gross national product include the amount 
invested during that year to increase production 

Mr. Kryseriine. Oh, yes. A very important part of gross national 
product i is the $60 billion or so lev el of private investment that occurs 
in the course of the year. In other words, the recent investment 
boom 

Senator Kerr. Do you happen to have an itemization of the elements 
of gross national product ? 

Mr. Kerysrruing. Yes, sir. 

Senator Kerr. Would you put that in the record for us? 

(The chart referred to is as follows :) 
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Mr. Keysertine. Certainly. It is right here. For example, to 
show you what a common measurement it is, the best itemization 
you would find is in Economic Indicators, published by the Joint 
Congressional Committee on the Economic Report and furnished by 
the Council of Economic Advisers to the President. 

The very first table, on page 2, shows the gross national product 
and breaks it down into major components—personal consumption 
expenditures, gross private domestic investment, net foreign invest- 
ment, and Government purchases of goods and services. The latter 
item is further broken down into Federal expenditures and State and 
local expenditures for goods and services. In succeeding tables each 
component is further broken down—gross private domestic invest- 
ment is subdivided into investment in equipment, investment in busi- 
ness construction, investment in residential construction, and net 
investment in business inventories. Adding all of the components 
together gives a measure of the operation of the whole economy. 

Senator Kerr. Is the value of all the steel produced included in the 
gross national product ? 

Mr. Keysertrnc. All steel produced during the year is in a certain 
sense included in the income and product accounts of the total econ- 
omy, but this production does not appear specifically as a component, 
for technical reasons. 

Senator Kerr. All right. 

Mr. Keysertine. The gross national product is the common indi- 
cator of the total operation of the economy. 

The next point I want to make has to do with the proposition that 
we should not gear our sights for steel to an economy fluctuating 
as violently as it did in the 20 or 50 years before World War II. I 
think there is common recognition in all quarters, for which all may 
share responsibility and praise, that we have succeeded considerably 
in stabilizing the economy and increasing its rate of growth. A very 
simple exposition of that is shown in the figures on employment and 
unemployment, which provide an indicator of the level of economic 
activity, just as does gross national product. 

(The chart referred to appears on p. 177.) 

We see that in all the years since 1940, while unemployment in some 
years has been a little bit higher than we like, it has uniformly been 
lower than what would have been regarded as a minimum standard 
before World War II. We have managed, for whatever the reasons 
may be, over this period of 16 years, to achieve a high and stable level 
of economic activity—which means economic growth, because our labor 
force and its productivity are increasing—and a low level of unem- 
ployment. 

This band in here [indicating] is the level of unemployment and 
the high point, even in the period immediately after World War II 
when some people expected great unemployment, was only 214 million. 
This is your level of Armed Forces and this is your level of civilian 
employment. The latter has gone up very considerably with only 
very minor deviations downward. 

The next chart, which is extremely important to the whole question 
of needed capacity, shows how closely the economy over recent years 
has adhered to a normal growth line. 
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(The chart referred to is as follows :) 
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For example, shortly after World War I—in the depression 1920 
to 1921—-which I remember well because I lived in the southern farm 
area and watched cotton prices drop from 47 cents to 14 cents a pound 
in 2 days and saw all the banks close—the economy declined 9 percent 
in real terms. Since this analysis uses constant dollars, it shows there 
was a real drop of 9 percent in the volume of economic activity within 
a period of 1 year. 

From 1931 to 1932, the decline was 15 percent. Over the longer 
period, from 1929 to 1933, inclusive, the decline was more than 30 
percent. In sharp contrast, the decline in the 1948-49 recession was 
only nine-tenths of 1 percent, and the decline in the 1953-54 recession 
was only 1.5 percent. 

















vara: W9eU~e!, Not. Cureau Economic Research; 1929-1954, Dept, of Commerce 
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Senator Casr. Mr. Keyserling, before you take that down—are those 
percentages related to the percentage of the preceding period or to 
some norm 4 

Mr. Keyseritinc. They are related to the perceding period. In 
other words, in 1921 the total operation of the economy was 9 percent 
below 1920. That was the size of the dip. In 1932 the operation of 
the economy was 15 percent below 1931. In 1933, the operation of the 
economy was 30 percent below 1929. 

Senator Case. Well, in other words, then, at the end of 1933 you 
were 9 plus 15 plus 30 percent below the level of 1920? 

Mr. Kryseriine. Oh, no, because in the years between 1920 and 1930 
a lot of things happened. This is not a cumulative figure [indicating]. 

Senator Casr. That is what I wanted to know. You have got a 
minus figure here and I wanted to be sure. 

Mr. Krysreriinc. Minus means it was down; this means that in 
1933 the level of economic activity was 30 percent lower than in 1929, 
when the dip started, so that in the course of 4 years the economy in the 
last year was 30 percent lower than it had been at the start of the 
downturn. 

Senator Kerr. The tempo for that year was that percentage less 
than the tempo had been for the year 1929? 

Mr. Keryserutinc. That is right. 

Now, the reason that this is not carried more than 1 year is that 
the recovery started in 1921, and hence the dip continued only for 1 
year. After 1929 the dip continued for 4 years; hence it is carried over 
a 4-year period to show how much we went down. We could also 
show how much we went down the first year or the second year, but 
we actually show how much we went down between 1931 and 1932 when 
the largest decline took place. The last two recessions were also over 
the period of a year [indicating]. Thus, the first basic proposition we 
have to take into account in considering the needed amount of steel 
capacity is that presumably, and I think, fairly, we will be operating 
in a generally growing economy with minor undulations, but not with 
allowance for large recessions. 

Senator Rrvercomsp (interposing). Mr. Keyserling, before you 
leave the chart—in the intervening years between those covered on the 
chart, apparently, there was an upswing in the economy. 

Mr. Krysertine. Yes. Of course. Certainly there was an upswing 
after 1921. ‘These upswings are shown in my earlier chart, which goes 
back to 1939 (reference to chart 1). I do not have it going back to 
1929 or 1921. I could very well draw this line all the way back to show 
the changes each year back to 1929 or any other year that you wished. 

Senator Revercoms. Therefore, on your chart you have shown only 
those years in which there has been a recession ? 

Mr. Keysrriine. Yes, because the only purpose of this chart is to 
show you that in recent times the economy has been much more stable 
than it used to be before World War IL. 

Senator Gore. Less subject to violent fluctuation ? 

Mr. Kerysreriine. That is the only purpose of this chart. 

Senator Case. You are showing the valleys here then. Would the 
peaks be as rugged as that in their differences? 

_Mr. Keyseruine. Well, I am sorry I did not prepare the peak 
side of it back to 1929, but from 1939 forward it is shown by this 
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yellow line; we have the development here by year (reference to 
chart 1). 

Obviously, the peaks are not as extreme if the valleys are not as 
extreme, but we have, since 1939 and even since the end of World War 
II, had very small valleys. Here is a valley [indicating] and that 
valley is even smaller than it looks, because after World War II there 
was a 10-percent reduction in working hours which would in itself 
account, other things being equal, for a 10-percent decline of an 
overall production. That was an adjustment for an overall rate of 
utilization of labor and plant. Aside from that, the dips have been 
almost nonexistent—you have 1 in 1953-54 and you have 1 in 1949. 
The chart shows the picture on both the affirmative side and the nega- 
tive side. I thought it would be useful to show the diminishing scope 
of the deviations from high-level employment and high-level demand 
which has become characteristic of the more recent economy and 
which I think will pertain at least until 1960, for a wide variety of 
reasons. 

Even if it should not pertain, I would still say that basic steel 
capacity should not be planned on the assumption that it is not going 
to pertain. For anything as important as highways or steel or other 
things of this kind the capacity should be adjusted to the levels 
consistent with a high degree of economic growth and stability. As 
I will show in later charts, one of the factors limiting economic expan- 
sion and producing instability is the shortage of a key commodity such 
as steel. Such a shortage, by leading to price rises and to distortions in 
distribution and imbalances in the economic structure, may contribute 
to an economic decline. What I am saying is that over the next few 
years, at least, basic industry needs to adjust its concept of the needed 
amount of steel to a high-level economy and not to an average halfway 
between a high-level economy and a low-level economy characterized 
by violent fluctuations. 

In view of the international situation and in view of the expected 
high level of Government demand and in view of a number of other 
factors, I think that it is reasonable to assume, at least for the next 
few years, that the economy is going to be characterized by a rate of 
economic growth and a rate of stability more similar to the years after 
World War IT than to the years after World War I. 

Senator Revercoms. Mr. Keyserling, just this question for infor- 
mation about your charts showing the decline in production. It is 
up to date and contemplates the years 1955 and 1956; does it? 

Senator Kerr. That is the one below. 

Mr. Keyserxine. In 1955 and 1956 the economy expanded; there 
was no dip. 

Senator Revercoms. That is right, that is what I want to bring in. 

Senator Kerr. The other chart, I think, is the one he refers to; 
don’t you, Senator. 

Senator Revercoms. No; I am referring to the chart that shows 
percentage decline in total output and 1955 and 1956 are contem- 
plated because there was no decline. 

Mr. Keysertine. Certainly if there had been a decline in those 
years it would show on this chart—yes, sir. 
Senator Hruska. Was there a decline in 1937? 





NATIONAL HIGHWAY PROGRAM 181 


Mr. Krysertine. Yes; there was a decline beginning in 1937 and 
extending into 1938. 

Senator Hruska. Why isn’t it shown? 

Mr. Kerysertina. Because this chart does not attempt to show 
every decline; it merely attempts to show by way of examples—— 

Senator Hruska (interposing). You just got through saying had 
there been a decline in 1955 and 1956 you would have shown it. I 
assume from that that all declines were shown. 

Mr. Keryser.ina. No, the reason I say that, Senator, 1955 and 1956 
would have been tremendously relevant to the current situation, 1937 
would simply have squeezed on the chart one more bar illustrating 
what the chart shows without that additional bar. This is just a 
chart to give a perspective. I mean, if you would put 1937 in here 
you would have shown a decline, but the significance and purport of 
the chart would have been exactly the same. {n other words, I did 
not take every possible example; I took enough examples to show 
clearly what was happening. I would be glad to give you the figures, 
thenah, on the decline in 1937-38. 

Senator Hruska. I think it would be interesting. It was more than 
just a dip if I remember. 

Mr. Kryseriine. Yes, there was a substantial decline in 1937. In 
constant dollars the real decline in gross national product between 1937 
and 1938 was on the order of 4.5 percent. 

The discussion so far has aimed at showing that we are operating 
in a much more stable economy. The next chart is designed to show 
that we are also operating in a much more productive economy. I 
must interject with the observation that an economy can be stable 
without being productive. The British economy is relatively stable, 
but it is not very productive. Many of the underdeveloped countries 
are stable, but they also are not very productive. In contrast, the real 
secret of the American economy is that over the years we constantly 
have increased our productivity, or output per man-hour, and this is 
perhaps the most important facet of our economic growth. 

(The chart referred to appears on p. 182.) 

This chart does not show every year or every possible period, but 
it shows by way of example, broadly speaking, that in the first years 
after World War II, the rate of productivity advance was about three 
times as high as in the second decade after the turn of the century. 

The significance of this is that if we continue to maintain a high 
level of employment and production relative to our resources, our 
rates of economic growth from year to year, and therefore our de- 
mand upon the economy for various types of products and services, 
will progress at a rather high rate. For several reasons I have not 
put the last 3 years on the chart. Perhaps the main reason is that it 
is very hard to get reliable figures on productivity for the most recent 
years. Also it is clear that the recession of 1954 led to a serious drop 
in our rate of productivity advance and the year 1956 indicated a 
similar poor record. Thus, showing the rate for the 3 most recent 
years would merely have understated our potential. However, it is 
clear that the average gain for the entire postwar period, including 
the past 3 years, has been on the order of 314 to 31% percent. 
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Senator Revercoms. May I ask a question at this point? Does 
the higher productivity result from more men working, more man- 
hours, or does it result from machinery ? 

Mr. Keysertine. The higher productivity results primarily from 
improvements in the organization of the production process—helped 
by increased investment in plant and equipment, improved machines 
and tools, better know-how, higher labor skills, and almost the whole 
composite of things that make up the American economy. Perhaps 
the basic factor in increased productivity is the combination of in- 
creased mechanization and better tools along with improved utiliza- 
tion of machines. That is why the investment boom after World 
War ITI has been a very basic factor in the increase of productivity. 
That is one of the reasons why I favor a business climate which 
induces a high level of business investment, not to forget that it is in 
itself a substantial part of the gross national product and also has 
important indirect effects on the rest of the economy. 
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Now, I come to what is a very important part of the discussion 
from the viewpoint of the steel situation. The projection which I 
made in the first chart of the relationship between a continuation 
over the next few years of a reasonably high rate of economic growth 
and the requirement for steel, I do not think is seriously challengable 
except on one ground. That would be on the ground that we should 
conform the economy to the steel supply rather than conforming the 
steel supply to the economy. To put it in another way, some people 
might say the current economy is growing at much too fast a rate 
and therefore we need a lower rate of economic growth. They might 
suggest that we ought deliberately to adopt national economic poli- 
cies, as they bear upon steel and as they bear upon other items, which 
will carry the rate of economic growth downward to conform with 
some of the bottlenecks which now appear—for example, steel, where 
the supply is generally tight. 

For this reason I want to draw attention to the righthand corner 
of this chart [indicating]. The righthand corner of the chart shows 
the annual rate of true economic growth in the United States and 
the decline in recent years is I think, the indication of our real eco- 
nomic problem today. In this chart everything has been adjusted for 
price change. I might also add that the latest available figures show 
only a 2.6 percent rate of annual growth between 1953 and 1956, 
rather than the 2.9 percent shown in the chart. 

Of course, because there have been rising prices, it appears through 
a superficial examination that the economy has been racing ahead 
very fast, but actually the rate is now much lower than the 1947-53 
rate. Incidentally, except for the projections, these are based on 
actual figures of the Government—the Department of Commerce and 
the Council of Economic Advisers. 

The average annual growth rate from 1947 through 1953 was 4.7 
percent. That means that on the average each year we produce that 
much more goods and services than in the previous year. From 1953 
through 1956 it was only 2.6 percent. 

Let me now indicate why the Conference on Economic Progress 
is listed here as a source and’ to what a limited extent it enters into 
these charts. When this chart was prepared, 1956 was not over. 
Therefore, we did not have the official Department of Commerce 
figures for the fourth quarter of 1956. Hence the conference took 
the data for the first three quarters from the official figures and made 
an estimate for the fourth quarter in order to get a 1956 figure. Now 
that the preliminary fourth quarter 1956 figures have come out the 
actual figure for the year deviates somewhat from this earlier estimate, 
but not by very much. For that part off the chart, this is the only rea- 
son the Conference on Economic Progress appears as source. 

It is interesting to note something which is not on this chart, and 
this is that from the fourth quarter of 1955 to the fourth quarter of 
1956 the real growth rate of the economy was only about 2.5 per- 
cent. In other words, there has been over the last year or two a 
constant diminution of the real growth rate of the economy to the 
point where during the past 12 months it has been at a 2.5 percent 
rate contrasted with a 3 percent average for 40 years and an average 
of well over 4 percent from the end of World War II through 1953. 

This is very significant because a lot of the current discussion about 
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Note: 1956 estimated on bosis of first half yeor and outlook. 
Osteo: Actual, Dept. of Commerce, estimates, Conference on Economic Progress 
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economic policy is based upon what I think is the false assumption 
that the economy in Deiat i being overstrained. If we had a war- 
time situation, where under the propulsion of wartime demands the 
economy was racing ahead at 4 percent or 5 percent or 6 percent and 
operating under general inflationary strain, we would have need to 
postpone most of these essential but clearly postponable domestic pro- 
grams which you cannot do in wartime. These would include high- 
ways, schools, hospitals, and many others, and they were popes 
during the last war. In the current situation we do not have that 
kind of general strain; we have instead a few bottlenecks at various 
points in economy. 

Senator Gorr. But no reserve 

Mr. Kerysertine. No reserve for a resumption of the normal rate 
of economic growth which I am just as certain of as I am that the 
American economy is fundamentally sound. In other words, the 
economy cannot possibly continue to operate over the next 3 or 4 years 
at a 2.5- or 2.6-percent growth rate. It couldn’t possibly adhere to 
that low level over the next 4 or 5 years without a very extravagant 
rise in unemployment and disutilization of business, particularly small 
business and all marginal producers of all kinds. Therefore, there is 
almost no projection from any source, from any business source, from 
any research source, from any governmental source, which projects 
the growth of the economy over the next few years at as low a rate 
as 2.5 percent. The reason I am making this point is that we have 
to take this into account in looking at the steel picture. I am goin 
to show in the next chart that we have now an extremely short A 
tight steel supply. My judgment is based on the ratio of steel pro- 


duction to the rate of capacity, upon price trends in the steel industry, 
upon long-range trends in the economy, and the thesis holds even in 
the presence of a very low rate of economic growth and even in the 
presence of an abnormally low rate of progtcton of roads, schools, 


and other basic necessities requiring steel. I make my judgment even 
with reference, let us say, to the President’s budget, which projects 
for the coming year a somewhat higher rather than a lower rate of 
programs which utilize steel among other products. 

Excuse me, Senator. 

Senator Revercoms. Well, I will ask the question, I am interested 
in having you go ahead. Have not your charts and your statements 
prior to this chart being placed before us in summary stated that our 
production growth has increased from year to year? That is a fair 
conclusion, is it not? 

Mr. Keryseruine. No, there were two statements. The first state- 
ment was that broadly speaking the economy has been more stable 
than in the years before World War IT; and second, the statement 
that in the whole span of years since World War IT we have averaged 
a higher rate of productivity. 

Senator Revercoms. Now, how do you reconcile that with your 
statement that our national production deficits have risen greatly? 
Just clarify that for us if you will. 

Mr. Keryseruine. That can be clarified by the fact that if we take 
the last 12 months as an example—let me separate out two things, let 
me separate out the facts from my efforts to answer your question 
and explain the facts. 
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Now, I stand unswerving on the facts. These facts with respect to 
the rates of economic growth are not my facts, they are the best avail- 
able official facts. They do show that during the past year the growth 
has been about 2.5 percent, compared with the rates I have “shown 
before. 

Senator Kerr. Is that 2.5 percent in commodity production or in 
terms of the dollar value of what is produced ? 

Mr. Keyserrine. It is in uniform dollars. In other words 

Senator Kerr (interposing). Well now, if you would answer my 
question the way I asked it I would understand it better than by 
saying it is in terms of uniform dollars. 

Is it 2.5 in terms of volume of commodity production / 

Mr. Keryseriine. Yes, sir. 

Senator Kerr. And now the other charts, you showed on those 
other charts the gross national product. Was that in terms of volume 
of quantity production or was that in terms of the dollar value of 
what was produced ¢ 

Mr. Keysertine. In terms of quantity or physical production, be- 
cause it was all adjusted to uniform dollars. 

Senator Kerr. And that curve or that line then was pictured in the 
same terms dollarwise as the one you now are referring to? 

Mr. Kerysertinc. Yes, sir. 

The basic point I am making is that in the talk about inflation at 
the present time there is a confusion between two types of situations. 
Suppose that at the beginning of World War IT our productive ca- 

acity, which is what you are ‘talking about, Senator, was 400. I am 
just taking figures to illustrate a point, and suppose the demands of 
the economy were 500, with the advent of a big war increasing Gov- 
ernment demand, increasing wages without increasing civilian sup- 

lies, which lead to increased pressure on markets for consumer goods, 
and so forth and so on. Therefore, the economy had to strain in a 
short period of time to bring the 400 up tow ard the 500. That was 
a true general inflationary situation. You needed every kind of re- 
pression of demand—very high taxes, tight credit policy, postpone- 
ment of roadbuilding, postponement of school building, postpone- 
ment of housebuilding, postponement of resource dev elopment, and 
so forth and so on. 

My point is that the situation in the last 2 or 3 years has not been 
that kind of inflationary situation at all because the economy as a 
whole is not being strained. Many areas of the economy are in over- 
supply, agriculture being an outstanding example. Only a very few 
areas of the economy are in a situation of bottleneck shortage, and 
the prices in those areas are rushing upward very sharply. 

Now you have the policy question 1 of whether you want to try to force 
the economy as a whole into the bottle or whether you want to try to 
do something about the bottlenecks. 

Senator Kerr. Is what you are saying, would this be a similar state- 
ment ? 

Whether or not we should limit the overall expansion or growth to 
the capacity of the bottleneck or to loosen the bottleneck so that the 
overall expansion would be uniform and not be held up by the bottle- 
neck ? 
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Mr. Keysertinc. Exactly. That is the choice, exactly the choice. 

Senator Casre. Mr. Chairman, I wonder if I could ask Mr. Keyser- 
ling to put back his chart there that had those lines which showed the 
gross national product. 

Mr. Keyserling, back in 1939, when the tons of steel per million 
dollars’ worth of gross national product was in excess of the gross 
national product, what happened to the steel at that time ? 

Mr. Kryseruine (reference to chart A). Well, in 1939, for example, 
this shows the ratio of tons of steel per million dollars of gross national 
product here (indicating). It was higher then—it was not as high 
then as it became as we went into the war. 

Senator Casr, Allright. Now, coming over to the other point later 
there, does any part of the gross national product represent dollars 
growing out of foreign aid expenditures ? 

Mr. Keysertinc. Yes. Let us suppose that we have a net export 
surplus of $2 billion, that means in substance, without getting into all 
the complexities of it, that we have produced $2 billion worth of goods 
on net balance which we have shipped abroad and that $2 billion enters 
into our national production. That is usually shown as net foreign 
investment and appears as such in Economic Indicators and elsewhere. 
It’s usually a very small figure. 

Senator Casr. Well, is steel production abroad increasing ? 

Mr. Kryseriine. Steel production abroad is increasing rapidly, 
and I want to come to that in a moment, particularly in the Soviet. 

Senator Case. Whether or not the increase of steel production 
abroad uses up, so to speak, a certain part of the gross national prod- 
uct so that the relationship between steel and gross national product 
is changing when we have these large foreign-aid expenditures and at 
the same time an increase in steel production abroad. 

Mr. Kryseruine. Senator, I will read you a few figures which are 
directly relevant to that. 

The long-range trends to reflect the composition of our product and 
therefore its utilization of steel per million tons of gross national 
product. But I want to read a few figures that will show that for 
now and the future, the foreign component, represented by net foreign 
investment, is generally so small that it is an insignificant part of the 
total picture. I will read the figures out of the Economic Indicators 
as published by the Joint Congressional Committee on the Economic 
Report. Gross private domestic investment for the third quarter of 
1956 was running at an annual rate of $65.1 billion. The net foreign 
investment figure is $1.7 billion. Of course, since this is a net figure 
(essentially exports minus imports), the rate of exports is somewhat 
higher, running between 18 and 19 billion dollars in 1956, but even 
this is much smaller. 

Of course, much of these exports have been of food recently. I 
would judge that steel exports have accounted for a relatively small 
part of the total. In any event it is a small part of overall steel 
utilization. 

Senator Case. It may be. These figures and all, it is a complex 
subject that you are dealing with here. 

Mr. Krysertine. Yes, indeed. 

Senator Case. For myself, I can simplify it a little bit, out on the 
ranch during a normal period of operation I require about so much 
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steel for repairs and parts and machinery, but if I come to the point 
where I say I am going to increase my sales organization and my— 
or if I have used fertilizer or something like that and increased my 
gross production, I may not have the same ratio between my steel 
requirements and my gross production. 

Mr. Keysertine. Yes; and that is the reason why we have in this 
projection tried to take account of the changing composition of steel 
relative to the size of the economy. As I said before, our economy is 
gradually becoming more industrialized. Therefore, one would sup- 
pose that we use more steel for every billion dollars of total production. 

On the other hand, there are certain substitutes. You might get 
vast shifts in the economy from year to year as to the ratio between 
residential construction on the one hand, which uses a lot of steel, 
and the production of soft goods which uses relatively little steel, 
and so on. Therefore, we have had to strike a balance based upon 
long-range trends. 

In deciding what seems the most sensible steel rate for the next few 
years, we have not taken a wartime period when the production of steel 
per million dollars of gross national product was extremely high, nor 
have we taken recessionary periods, for the reasons I have given. 
We have taken the years which have been most characterized by what 
we could call a reasonable rate of peacetime stability and growth and 
therefore which we should set as targets over the next few years. 
The conservatism of our projection is shown by the fact that our 
choice of a rate of steel production relative to gross national product 
for future years at no time rises above the averages in the high growth 
rate years in the period since World War II. 

If one actually analyzes in detail what our economy most urgently 
needs over the next few years, which is illustrated by some of the 
subsequent charts, we would find requirements for proportionately 
higher steel use, rather than less. Surely we must not expect that 
over the next few years the rate of school building will remain at the 
low rates of the most recent years or sink even lower, for it has 
already sunk to very low rates relative to population and relative to 
national income, as well as to urgent needs. Certainly we do not 
expect the level of road building, to decline, for we are embarking 
upon a tremendous road-building program. Certainly I hope that 
the business investment in plant and equipment will not sink to 
lower levels, because that is the source of our productivity and sinew 
and much of our total activity. According to the President’s mes- 
sages, the level of demand resulting from Government purchases, 
particlularly in the military segment, is going to rise somewhat, 
something like $3 billion a year. Therefore, it would not seem rea- 
sonable to project over the next few years an appreciably lower ratio 
of steel utilization relative to the size of the economy than has ob- 
tained in the most similar years since World War IT. 

One other point aside from this. The charts I have here on steel 
prices and steel production relative to rated capacities provide addi- 
tional evidence that steel is on the short side. My earlier projection 
is not the sole basis for this conclusion. The operations over the last 
few years show many occasions of production at or in excess of rated 
capacity. 
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We can accept as a general criterion, and this relates to the com- 
ment that you made, Mr. Chairman, that it is a reasonably healthy 
and desirable thing for the production of steel to be below rated capac- 
ity. This is true as a matter of efficient operations. It is true as a 
matter of pressure upon the price structure, it is true as a matter 
of having some reserve in view of the fact that we do live in a world 
where we may suddenly be called on to have to produce more steel. 
It is not much to pay for that kind of security. We have, in fact, in 
most areas of our economy at least an 8 to 10 percent reserve between 
production and rated capacity. 

Senator Gore. If, for instance, Mr. Keyserling, the shortage of oil 
in western Europe became more acute than now, if it became so acute 
that the United States economy would be called upon to furnish steel 
for a fleet of very large tankers, we have no reserve from which that 
production could be drawn ? 

Mr. Kryseriine. Yes, that is absolutely true, Mr. Chairman, but 
I want to emphasize that I am making this only as a supplementary 
argument. My basic argument is that even if we are fortunate 
enough not to get into a worse international situation, even if we are 
fortunate enough not to get into a war, even if this contingency—— 

Senator Gore. Or some other. 

Mr. Keyseriine (continuing). The current production and capacity 
of steel is not geared to the current demand, the recent demand, the 
immediately prospective demand, and this is reflected in sharply ris- 
ing steel prices, in a process of rationing within the economy, not 
through Government but private rationing which gets the steel into 
the hands of some and not into the hands of others, and has a great 
deal to do with the economic health of various portions of our economy. 

I am not saying this critically of the industry, for it is the function 
of every industry and businessman through legitimate means, broadly 
speaking, to improve his economic position. But the result is that 
the big companies have less trouble than the small companies. Ido not 
like that, for I want them both to do well. When you eliminate the 
smaller ones, you are eliminating a producer who is a very important 
source of our economic strength and wealth, particularly when we 
have these high strains on our economy. 

Senator Kerr. You are aware of the fact that a number of steel 
users at this very minute are either being compelled to buy steel in 
the black market or feel they are justified in doing so, and that as a 
matter of reality there is a black market in steel today ? 

Mr. Kryseruine. Well, Senator, it stands to reason that this might 
happen with steel now operating at more than 100 percent. of rated 
capacity. I have another chart which shows something on what is 
happening to steel prices but, of course, my figures on prices are not 
black-market prices, they are quoted prices. 

Senator Kerr. But are you familiar with the fact that there is a 
black market in steel today ¢ 

Mr. Kerysertine. Yes, sir; there is the same kind of situation that 
there was in 1948, and in 1948 it was abundantly apparent that we 
were suffering from a steel shortage, without any thought of a Korean 
war, and that was even more manifest by early 1950 when the prices 
rose and when the scrap speculators went to town. 

It. is also clear that another area which is suffering is public con- 
struction, but there are other factors bearing on this in addition, such 
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as monetary policy, which I did not want to get into particularly at 
these hearings. 

Stated most simply, there is not enough steel to go around for the 
roads we need, the schools we need, the national defense which the 
experts estimate we need, and the industrial development we need. 
There is not enough to go around in an economy which is not faced 
with the excessive demands of World War II, where it would be ex- 
pected that there might be a shortage, but in an economy which, in 
the overall, is not nearly straining our total capacities to produce. 

Thus, in order to equate the other parts of the economy with the 
steel shortage, the other parts of the economy are rationed down to 
the point where they are operating at too low a level and, therefore, 
the total national product is too low and the national rate of growth 
has slowed down even while there is a steel shortage. 

That is what a bottleneck means, and it is an entirely different kind 
of a situation than an overstrained economy at all points; small busi- 
ness is rationed out, farmers are rationed out due to the fact that the 
equipment they buy uses higher priced steel, and all kinds of local 
construction are rationed out and all kinds of public construction are 
rationed out, whether it be highways, schools, or most anything else 
you can think of. 

Looking at the actual picture of steel and ignoring the dips oc- 
curring here and there, you can see how often steel production neared or 
exceeded rated capacity. It may be stated as a generalization, if we 
accept the basic thesis that steel capacity should exceed production 
within a range of 8 to 10 percent, that in practically every year since 
World War II where there was not a recession or where there was 
not an adjustment from a war situation, steel production has operated 
at from 96 percent to more than 100 percent of rated capacity. 

In the fourth quarter of 1956 steel production was in excess of 100 
percent of rated capacity. This was partly due to the steel strike in the 
third quarter, which carried steel production way down. But even 
in the first quarter of 1956 it was operating at about 99 percent of 
rated capacity and in the second quarter of 1956 at about 96 percent. 
In 1951, when we did get into the Korean war, production again ex- 
ceeded 100 percent of rated capacity. In 1950 the ratio began moving 
upward, before the Korean war, to about 97 percent of rated capacity, 
as I indicated earlier in my testimony. Whatever the reasons may be, 
the actual production and utilization of steel has pressed hard against 
rated capacity in nearly all postwar years except recessionary years. 

If you want to carry ied steel capacity at a level which falls be- 
tween the needs for both types of periods, prosperity and recession 
or depression, that is one type of national policy. I happen to disagree 
with it. I do not think we can afford to do it, and I doubly do not 
think we can afford to do it when it appears that these dips are not 
frequently realized, and furthermore when these dips are in part the 
consequence of the stee] shortages themselves, which drive the prices up 
and in so doing limit the supply for certain parts of the economy. 
A bottleneck does not necessarily cause inflation; more generally a 
bottleneck may cause a type of inflation which can ultimately con- 
tribute to a recessionary development or a softening of the economy. 

Let us look now at the price situation, which is another indication of 
this problems. [Reference to chart B]. The green line shows the trend 
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of industrial prices all the way back to 1939, and the blue line the trend 
of steel prices. I have taken 1939 as a base. There is never complete 
justification for a particular base. I might have taken 1929; I might 

ave taken 1936; or I might have taken some average period. I went 
back to 1939 because I think that, since the beginning of World War 
II, we have moved into a fundamentally different kind of economy 
from what we had before World War II. In any event, if I had taken 
some other year as a base, we would not have had much difference in 
the trends. 

Taking 1939 as a base, industrial prices as a whole, and I had better 
give you the exact figures on this, which I cannot read precisely from 
the chart——- 

Senator Kerr (interposing). Would you take that a little bit 
slowly. You do not have a copy of that particular part of your presen- 
tation ? 

Mr. Keysertine. No, but I would be glad to furnish you with a 
copy. I have been under a little pressure in getting ready for this, 
Senator. 

Senator Kerr. I understand. 

Mr. Keryseruinc. Taking 1939 as 100, wholesale industrial prices 
were at an index of 213.8 in the fourth quarter of 1956. The composite 
wholesale price of finished steel was at an index of 237.5, or consider- 
ably higher. Let us consider what has happened to steel prices 
recently. I could make the argument that ar prices have sometimes 
been higher than they needed to be. I think I could bring a good deal 
of support to bear on it, but I will pass over that argument. I will 
make the assumption most favorable to the industry; namely, that 
the rising prices have been caused entirely by demand pressing too 
hard against supply and not caused at all by other factors, such as 
the fact that steel prices are administered and may rise even when 
demand is not pressing too hard against supply. 

Senator Gore. Mr. Keyserling, however defined that situation 
which you described may be, when there is a limitation of supply—— 

Mr. KerysEriine (interposing). It affects prices. 

Senator Gore. Anda constant growing demand ¢ 

Mr. Keyseruine. Yes; it affects prices, definitely. 

Senator Gore. And it affects it one way, upward ? 

Mr. Kerysertinc. Upward. I am passing over the fact, Senator, 
that the steel prices did not go downward, even in 1949, even in 1953-— 
54, nor even much in the 1929 to 1933 period, when the whole economy 
was going downward, but that is a separate question which does not 
relate so much to what I am saying here. It is important, but 
separate. 

It is more interesting for our purposes to note developments since, 
let us say, 1953, because in. 1953 you will note that the price line on 
steel and the price line on industrial products met. 

Senator Kerr. Percentagewise as relates to 1939? 

Mr. Keryseruine. As relates to 1939. If I got into an analysis of 
which area provided wider profit margins at the given level of price 
advance you would find some interesting things, but I do want to com- 
plicate the discussion too much, Senator. 

Anyway, they met in 1953. Now, what has happened since 1953? 
The 4 years 1953-56 is a substantial period of time. I think that 
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this 4-year period, which has exhibited a reasonably high level 
economy, shows that this problem is advancing upon us in more press- 
ing form. Since 1953 the index of wholesale industrial prices has 
gone up from 196.2 to 213.8. The index 

Senator Kerr (interposing.) Wait a minute, give me that again. 

Mr. Keyseriine. Since 1953 

Senator Kerr. Wholesale. 

Mr. Keysertinc. Wholesale industrial prices, that is the green line 
of this chart [indicating], have gone up from 196.2 to 213.8 in the 
fourth quarter of 1956. Comparing the same two periods, the com- 
posite price of finished steel has risen from 194.3 to 237.5. On a per- 
centage basis, the wholesale industrial price index has risen about 
9 percent since 1953, but steel prices have risen more than 22 percent, 
or more than twice as fast as the wholesale price index since the point 
where they met. 

Senator Gore. Mr. Keyserling, assuming that the experience of the 
past is a guide to the future, if this country permits the continued 
pressing of greater demand against an inadequate supply, in view 
of the enormous highway program in the future and other needed 
industrial expansion, how high can we expect steel prices to reach? 

Mr. Keryseriine. Well, that is certainly true, Senator, because I 
want to give you another figure. That is why I think the closer we 
come to the present the closer we are to the future. 

Senator Gore. All right. 

Mr. Kerysertine. From the year 1955 to the fourth quarter of 1956, 
industrial prices have risen 6 percent and steel prices have risen 12 
percent. In other words, they have risen twice as fast as the industrial 
price index since 1955. 

There is an additional factor which makes for distortion. The in- 
dustrial price index includes steel as an important component. If you 
took the steel out of the industrial price index, the disparity between 
the trends in industrial prices other than steel and the trends in 
steel would be much bigger than these that I have given you. More 
than that, the industrial price index makes use of prices for many 
steel-using products which have higher-cost steel in them and their 
prices have gone up, too, in many cases. Thus, though the industrial 
price index includes steel and steel-using products which push it up- 
ward, the rise still has been only half as great since 1955 as the rise 
in steel prices and about two-fifths as great since 1953. 

It seems to me that this is very conventional economics; there is 
nothing extremist about this. The fact is that over most of the past 
few years steel has been operating at 95 to 101 percent of rated capac- 
ity. The fact is that steel prices have been rising extremely rapidly. 
In the most recent years, they have been rising 2 to 3 times as rapidly 
as other industrial prices. The fact is that every time the economy 
has not been in a recessionary period there have been shortages which 
have hit with particular impact upon certain sectors of the economy. 
These shortages often have hit hardest upon the very parts of the 
economy that already have been in difficulty for other economic 
reasons. 

We talk about inflation, but it is a very mixed situation. I would 
not object to the so-called hard-money policy if it operated in the 
direction of an improved private rationing of steel and equity in other 
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business opportunities. But what we have is a situation where some 
parts of the economy have been very high and rising very fast while 
other parts have been low and falling. The hard-money policy 
operates in an inverse direction to place no restraints on those that 
are high and rising and great restraints on those that are low and 
falling. 

Let us take a typical example of this. Let us compare the invest- 
ment in residential housing with the investment in plant and equip- 
ment. Housing starts declined about 15 percent in 1 year, but during 
the past year the investment in plant and equipment, which is con- 
fined mostly to the big companies, has gone up more than 10 percent 
in real terms. 

Senator Kerr. Compared to what ? 

Mr. Krysertinc. Compared to a year ago. In other words, the 
annual rate in the fourth quarter of 1956 was over 10 percent higher 
than the annual rate in the fourth quarter of 1955. However, the 
annual rate of personal consumption by the American people in the 
fourth quarter of 1956 (all this adjusted for price change) was only 
2 percent higher than in the fourth quarter of 1955. 

You cannot go on indefinitely with such disparities, even though 
it is proper and desirable to have favorable conditions which enable 
investment in plant and equipment to grow at a high sustained rate. 
Business itself is concerned about how long this rate of investment 
in improved plant and equipment can continue when we have these 
disparate relationships with other parts of the economy. 

What does the hard-money policy do? What does it do to this 
plant and investment boom? What does it do to consumption? What 
does it do to road building and schools? And what does it do to 
national defense ? 

First, let us consider the so-called inflationary boom which people 
say they are concerned about in defense of the hard-money policy. 
I think that this policy does not have much effect on many of the 
people who defend it, and I am not saying this critically of them 
for this is purely narrative. When the largest companies sit aroun 
a table to decide whether they ought to make continued large invest- 
ments they take two factors into account. First, they use their judg- 
ment as to whether in the long run they will be able to get enough 
of the market to justify that plant and equipment, and second, whether 
the investment in plant and equipment will so reduce their unit costs 
through improved efficiency as to enable them to outsell their com- 
petitors at the expected price level. The automobile industry isa strik- 
ing example of that. A few years ago Henry Ford, and it is all to 
his credit, seeing that he was falling behind, put $2 billion or so 
into modernizing his plant and equipment. Then General Motors 
had to catch up. They more than caught up. Chrysler had to try to 
catch up. They borrowed money from Prudential and they tried to 
catch up. 

A higher interest rate or so-called general credit policy has almost 
no effect on that segment of economy. They finance out of depreci- 
ated reserves, they finance out of profits, and they finance out of the 
price structure. On the price structure, let me say something about 
steel again. When steel raised its prices earlier this year they said 
it was in part due to wage increases. I am not going into the question 
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of what is the proper relationship between wage increases and price 
increases, but the industry said something else which is very sig- 
nificant. It said we need some of these price increases to pay for 
the cost of increased capacity. 

Now, let us think about that for a minute. When a farmer buys a 
tractor he does not expect to finance out of the price structure to pay 
for the tractor or a part of it before he uses it. He expects, in the 
typical American way, to buy that tractor, to improving his farm efli- 
ciency and then hoping—usually an unrealized hope—that out of the 
use of the tractor he will be paid for it. 

Senator Gore. Out of the production. 

Mr. Kryserirnc. Out of the product that it creates. The same way 
that a dentist buys a new chair for his office. 

You certainly have an additional facet of information to shed light 
on the situation. I donot think any one of these things by itself proves 
anything conclusively and I think all of the figures are subject to some 
margin of difference. Somebody else might come in with variances of 
2 or 3 or 4 percent in their interpretations, based on these same figures. 
Such differences would not invalidate the general conclusions of the 
analysis or even change them very much, because the figures are reason- 
ably conclusive, even allowing for possible margins of error. 

Cemdtce Gor. Mr. Keyserling ? 

Mr. Kerysertina. Yes, sir. 

Senator Gorn. You have just in the last few moments stated two 
economic factors that repress the small-business man but which you 
say do not do the same to the operations of large business. 

r. Keyseruinc. That is correct. 

Senator Gore. To wit, the tight money supply, the high interest 
rates, on the one hand, and the shortage of steel on the other. 

Mr. Keysrrirne. Yes, sir. 

Senator Gore. You said earlier today that somehow the larger con- 
cerns had less trouble obtaining steel supply than the small ones. You 
have said that large concerns are not pinched by the tight money policy 
to the extent that small business is. 

Would you add a third economic factor in the overall economic pol- 
icy which operates similarly to the disadvantage of small business, to 
wit, taxation ? 

Mr. Keysertina. I think that is true. 

Senator Gore. Well, if we take those three factors which are operat- 
ing to repress small business, to drive out of production the marginal 

roducer and which tend to concentrate production and wealth in the 
eer and the few, how long can we continue to have this relatively 
stable economy to which you have made reference several times ? 

Mr. Keyseruina. Senator, I think 

Senator Gore (interposing). Maybe that is a very big question that 
we should go into at a different session, but it is disturbing. 

Mr. Keyserine. It is a big question, I am reasonably optimistic 
about the general operations of the economy over the next few years. 
I think there are certain questions of economic policy which border 
upon the kind of American society that we want and not purely upon 
the question of whether the economy will run. 

(The chart referred to is as follows :) 
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I agree with you that if some of the distortions which are now 
appearing continue untrammelled, they will in time cause the whole 
economy difficulty. But I think we have a problem even more serious 
than that in agriculture, where the hard money policy and the short- 
ages operate very unevenly and very severely. Obviously, the trends 
in farm income have been tremendously different from the trends in 
general income. The parity ratio has changed very unfavorably to 
the farmer, due in part to the rise in prices of commodities he pur- 
chases, many of which contain steel, but due mostly to the decline in 
farm prices. I saw a letter recently written by somebody attached 
to a large banking house in which it was said that since farm income 
had now fallen to a small part of national income, let us say about 
5 or 6 percent, it did not matter very much what happened to the 
farm income any more in relation to the general economy because 
this farm income was such a small fraction of the total; also it was 
said that concern that depressions are farm bred and farm led was 
not relevant, and that we did not have to worry about that any more 
as a national problem. 

Senator Kerr. That is like the man who had a store in a small 
town and his customers stopped coming in. His friend said, you 
shouldn’t worry that your friends don’t come in, they are unem- 
ployed and don’t have any money anyway. 

Here are 22 million people in the farm population, 5 or 6 million 
families, 14 percent of the American population. Do we want them 
to have a chance to have a decent income and a standard of living 
that has some comparability to that of other parts of the population ? 
I think that is true of this steel problem—I think we have to con- 
sider the question of whether we need steel for schools and steel 
for some other things, even if we do not need them to prevent a 
a 

his relates directly to the steel thing. I was discussing this prob- 
lem with a man at a meeting and somebody in the audience said, 
“Does the country need more schools?” And the man who was de- 
bating this with me said, “The country needs more schools but we 
should not build them.” A man in the audience said, “Why?” And 
the man debating said, “We shouldn’t build more schools because the 
country is operating at a very high general level of prosperity and 
if we build more schools it might be inflationary.” 

Senator Gore. You might need more steel. 

Mr. Keyseruine. I said, “Due to the improvement in the economy 
we are going to be prosperous for the next 10 years. So, if we are 
prosperous for the next 10 years, we will never be able to bring the 
school supply into line according to that reasoning. Presumably, if 
by the grace of Providence we have a depression, then we will be 
able to build schools. 

We are living in the kind of economy and the kind of world situa- 
tion where we have to gear our thinking to the 1950’s and not to the 
1920's. 

Senator Kerr. I would like to ask one question if I may and I have 
to get away. : 

Senator Gore has asked you about the effect on the economy of these 
three factors. Is it a reasonably accurate assumption that the effect 
of these factors is more apparent with reference to certain elements 
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of our population and economy than they are to our overall economy 
and that as a matter of fact their biggest effect is to change the bene- 
ficiaries of our overall prosperity rather than the limit of our overall 
prosperity. 

Mr. Keyseruing. That is substantially true. 

Senator Kerr. If continued—— 

Mr. Keryseruine (interposing). But if continued—— 

Senator Kerr (interposing). It would be more widespread than 
as of the moment because the greatest effect is with reference to cer- 
tain elements in our population rather than as to the sum total of our 
activity. 

Mr. Koeeenaia, Certainly, because if we trace the whole history 
of business cycles, Senator Kerr, an uneven prosperity always comes 
several years before a general collapse, because you have to have 
incipient weaknesses in some places first before they become sufficiently 
damaging to affect the whole structure. 

Senator Gore. Mr. Keyserling, the bell has rung and we must ad- 
journ for the day. The chairman took the liberty of inviting Mr. 
Reysetling to appear today on this very important subject. t tack 
the liberty, also, of inviting Mr. Raymond J. Saulnier, Council of 
Economic Advisors for tomorrow. 

Now, both letters were written the same day together with letters 
to representatives of a number of steel concerns. Thus far, the 
chairman has had no reply from Mr. Saulnier. He directed the clerk 
of the committee to call Mr. Saulnier yesterday and see if there had 
been some mistake in mail or something. The clerk was advised that 
my letter had arrived but suggested that either the clerk or I get in 
touch with Mr. Jack Martin about Mr, Saulnier’s appearance tomor- 
row. I have no intention of contacting Mr. Martin about that. 

The committee hopes that Mr. Saulnier will appear on this im- 
portant subject. 

In case he does not appear, then the committee would like to invite 
you to complete your testimony tomorrow; if Mr. Saulnier appears, 
which we hope he will, then the Chair would like to arrange an addi- 
tional hearing for you to complete your testimony. Would either of 
those contingencies be satisfactory to you? 

Mr. Keryseruine. Let me think for just a second. Tomorrow is 
Thursday. I am available Thursday morning, Thursday afternoon 
I have to go to another State on a private matter that I cannot post- 
pone. 

Senator Gore. I will ask the clerk to contact Mr. Saulnier’s office 
again this afternoon to see if it is his intention to appear; if not, you 
can be advised, and could you appear at 10 o’clock tomorrow morning ? 

Mr. Keryserirne. I could do that. 

Senator Gore. You will be advised by 3 o’clock this afternoon. 

The committee will be adjourned until 10 tomorrow morning. 

(Whereupon, at 12:05 p. m., the subcommittee was adjourned to 
reconvene Thursday, January 24, 1957, at 10 a. m.) 
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LABOR AND FARM INCOMES, 1953-'56 
GREW TOO SLOWLY RELATIVE TO OTHER 
INCOMES TO SUSTAIN FULL PROSPERITY 


Average Annual Rates of Cheage in 1955 Dollars 
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THE BALANCE WAS BETTER IN 1947-'53 
(Farm income Did Decline, but Less Than in 1953-56) 
+5.7% 
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Dota: 1947-1955, Dept. of Commerce; 1956 estimated by Conference on Economic Progress 
on bosls of first half year and Outlook. 





PROGRESS AND STATUS OF THE NATIONAL HIGHWAY 
PROGRAM 


THURSDAY, JANUARY 24, 1957 


Unirep States SENATE, 
Com™itrEE ON Pusitic Works, 
SUBCOMMITTEE ON Pustic Roaps, 
Washington, D. C. 


The subcommittee met, pursuant to adjournment, at 10:10 a. m., in 
room 412, Senate Office Building, Hon. Albert Gore, chairman of the 
subcommittee, presiding. 

Present : Senators Gore, Neuberger, Scott, Martin, Case, and Kuchel, 

Senator Gore. The committee will come to order. 

On January 14 I addressed the following letter to Mr. Saulnier, 
Chairman, Council of Economic Advisers. 


DEAR Mr. SAULNIER: The Public Roads Subcommittee of the Senate Public 
Works Committee is currently conducting hearings to examine the status of the 
Federal-aid highway program as authorized by the Federal-Aid Highway Act of 
1956. 

Testimony presented to the subcommittee suggests the possibility that a 
prospective shortage of steel and cement, together with past increases and possi- 
ble further increases in the price of these essential commodities may constitute 
the most serious obstacle to implementation of the highway program. The re- 
quirements for steel and cement for highway construction purposes must, of 
course, be considered in the light of prospective demand for other uses as related 
to current and projected capacity of the industries concerned. 

I write to invite and request your appearance before the subcommittee at 10 
a. m. on Tursday, January 24, 1957, to submit your views on this program. I 
would appreciate your advising me whether it will be possible for you to appear 
at that time. 

Sincerely, 
ALBERT GORE, Chairman. 


I have received this morning a letter from Mr. Saulnier delivered by 
messenger. 


DEAR SENATOR GORE: This will acknowledge your letter of January 14 inviting 
and requesting me, as Chairman of the President’s Council of Economic Advisers, 
to appear before the Public Roads Subcommittee of the Senate Public Works Com- 
mittee on Thursday, January 24, 1957, at 10 a. m., to submit my views on the 
possibility that a prospective shortage of steel and cement may seriously hinder 
the progress of the highway program. 

As I have explained to Mr. Allen and Mr. Mutz of your staff, the Chairman 
and members of the Council of Economic Advisers have not appeared as witnesses 
at public hearings of the Congress. The Chairman has appeared annually before 
the Joint Economic Committee, formerly the Joint Committee on the Economic 
Report, to answer questions in executive session on the President’s Economic 
Report, for which we have a special responsibility, but this is the sole occasion 
on which we have participated in hearings. This policy is followed in order to 
preserve the confidential advisory relationship between the Council of Economic 
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Advisers and the President. Accordingly, I most respectfully request that I be 
excused from appearing as a witness at your scheduled hearings. 
Sin 
F Raymonp J. SAULNIER. 


Those letters will go into the record. 

I shall not, of course, insist that the gentleman appear, but I must 
respectfully disagree with that point of view because the Council of 
Economic Advisers is created by statute, the Chairman and members 
thereof are subject to Senate confirmation. It is my view that they 
have a responsibility to advise, report, and respond to the requests 
of the Congress the same as the President. 

There seems to be a growing tendency on the part of officials of the 
executive branch of the Government to decline to answer to the 
Congress. There is one way that the Congress can protect and pre- 
serve its prerogatives, and with respect to this particular agency and 
others the appointments to which require Senate confirmation, so far 
as I am concerned, I do not expect to support the confirmation of any 
other member of this board or other boards, unless such official has a 
peculiarly confidential relationship with the President, unless they 
agree in public session to respond to the requests of the Congress. 

Senator Martin. Mr. Chairman, might I ask a question. I apolo- 
gize that I have not been attending these very important hearings that 
you are now holding, because I think it is very important for our 
committee and the Coates to know the situation relating to this 
most important highway program, and I apologize to you and to the 
committee that I have not been able to attend because of organization 
work relative to the Congress. 

Have you requested the presence of the steel companies and the 
cement companies and groups like that, who should be able to give 
us the information on the matter of cost of materials, the availability 
of materials, of course, that are absolutely important in this road 
program. I wondered whether or not you had requested the attendance 
of the producers of steel, cement, asphalt, gravel, and all the other 
elements that are necessary to place into this road program. 

Senator Gorz. We had yesterday, Senator Martin, one spokesman 
for the industry, the steel fabricating industry, and spokesmen of the 
leading steel-producing concerns are scheduled to appear tomorrow. 

Senator Martin. Oh, I see. I apologize. I intended to read all of 
this and I apologize for not attending 

Senator Gore (interposing). It has been our loss. 

Senator Martin. Well, no; it has not been. It has been my loss, 
but this organization work that we are going through now—— 

Senator Gore (interposing). Well, I am supposed to be at another 
committee meeting at this moment. I know what you are up against. 
Weare all up against that. 

I have not invited and requested spokesmen for all phases of industry 
to appear. For instance, we have not had an indication of shortage 
of petroleum products, asphalt, we have not had an indication of 
shortage of aggregate, something the production of which can be 
rapidly increased. We have had numerous instances in which wit- 
nesses have spoken to the committee in confidence of performance, 
such as the equipment people, provided they could get the steel. We 
have steadily and repeatedly placed on warning that one limiting fac- 
tor, one qualifying element, was availability of steel. Therefore 
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Senator Martin (interposing). Well, the fact then, that you have 
invited the steel people to come, I think that is very important because 
steel in America has become—well, steel and oil have really become 
our major basic commodities. There was a time that, of course, coal 
was one of basic things but we have so many substitutes now for coal, 
that it makes competition and we do not have much worry about 
fuel, but the fact that you have invited the steel people and the cement 
people, that is fine oak I again apologize for not coming, Albert. 

Senator Gore. No apologies are necessary. We appreciate your 
being here today and I had fixed 3 days for this particular phase of 
our look-see into the highway program. I invited Mr. Keyserling, 
who has made quite a study of this whole problem, to appear yester- 
day; he was unable to complete his testimony yesterday due to many 
questions. 

I had also invited Mr. Saulnier, as you have heard, to appear today, 
and unfortunately he will not appear. 

Senator Martin. As far as that is concerned, I agree with you. On 
the other hand, of course, you know I am one of the old-fashioned 
type that want to keep the three branches of Government entirely 
intact, and sometimes I just wonder whether we do not depend en- 
tirely too much on the executive branch. You know in our Constitu- 
tion the legislative branch was put first, and the legislative was put 
first in the constitution of various States. I feel that the legislative 
branch—although the first time I ever had anything to do with the 
legislative branch was when I came to the United States Senate—is 
the important branch as far as the American Government is con- 
cerned. We are closer to the people, and particularly the House, we 
are closer to the people than any of the three branches of Govern- 
ment. 

Senator Gore. I agree with your point of view in part, I would 
like to point out 

Senator Martin (interposing). I am just qualifying a little bit 
there. I do not know whether I am in agreement with his asking 
to be excused from coming over here as you requested or not. Iam not 
so sure. 

Senator Gore. Well, he is not the first one who has asked to be 
excused. However, that has not been the policy of all Chairmen of 
the Council of Economic Advisers. Like you I want to preserve the 
independence and separability of the three branches of government. 
The two principal powers of the legislative branch, however, are 
these: The power of the purse and power of investigation. 

Here is a subject threatening this vital program and the committee 
is undertaking to inquire into it. I think Mr. Saulnier is in postion to 
supply needed information to the committee. I am sorry he will not 
appear. 

enator Kucuex:, Mr, Chairman, let me just pursue this for a mo- 
ment. I rely on a rather faulty memory about the confidential 
advisory relationship which was the subject of a couple of legal opin- 
ions. I think one under a prior administration and again one this time. 

I can also understand your feelings as chairman of this subcom- 
mittee and so far as I am concerned I would like to have a little bit 
more staff assistance on what constitutes, as far as Attorney General’s 
opinions go, a so-called confidential advisory relationship between the 

91140—57——_14 
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President and someof his staff because if there is, and I think there is, 
a sound basis to preserve in confidence the relationship between some 
of the members of the staff of the President and himself, then you and 
T would not want to break that confidential relationship. 

On the other hand, if that confidential relationship should not and 
cannot logically and legally apply to the chairman of this committee 
or this council, particularly in the field in which you would like to 
elicit information, then I would be prepared to say that the committee 
should continue in its desires to have that information obtained. 

In other words, I am shooting a little bit in the dark. I would like 
to have my memory refreshed on just exactly what the Attorney 
General of the United States has said with respect to this question of 
who has confidential information on the one hand and who does not on 
the other. And if the chairman has no objection to it, I would like 
to have the staff refresh our memory at this meeting or at a subse- 
quent meeting as to what the Attorney General has said, because I 
do not want on the one hand to impinge against a constitutional rela- 
tionship that is confidential, and I do not want anybody to impinge 
upon the constitutional rights of this committee on the other hand. 

Senator Gore. I think you have made a good suggestion and the 
staff will be so instructed and the matter will be considered, after 
the members of the subcommittee have been furnished a brief, the 
matter will be considered in executive session. 

I, too, would like to be refreshed. My preliminary view is that the 
Congress would not be in position to properly insist upon the public 
testimony of someone who is in a peculiarly personal and confidential 
relationship with the President, such as the Executive Assistant, his 
personal secretary, his press secretary. 

Senator Kucuex. Right. 

Senator Gore. But here is the chairman of a statutory agency, 
created by the Congress, the appointment to which is subject to con- 
firmation by the Senate. As I remarked earlier, there is one way that 
the Congress can preserve its prerogatives in this regard and that is 
to be a little more careful on the matter of confirmation. But that 
kind of action should not be necessary. 

Senator Martin. Mr. Chairman, might I make this observation? I 
think that the members of the Cabinet have a confidential position as 
far as the President of the United States is concerned, but I think 
one of the finest things that has been done in a long while was the 
statement of the Secretary of the Treasury the other day relative to 
the budget. I think that has caused the people of the United States to 
give more consideration to the amount of money that we are now 
spending than anything that has been said in a long while, and I think 
the confidential relationship between the Secretary of the Treasury 
and the President is just about as close probably, I mean one adminis- 
tration after the other, as any position we have, and yet I feel that 
that did a marvelous amount of good. 

The people now in the little country crossroads are discussing the 
Budget of the United States, and it is their money and I think it will 
do the United States a lot of good just to get right down and show 
how much we are spending, and where we are spending it, and where 
the money is coming from, and so on and so forth. 








wa ™ a OY 

















NATIONAL HIGHWAY PROGRAM 207 


Senator Gore. I take it you take the view, then, that the Secretary 
of the Treasury is possibly as close to the President as the Chairman 
of the Council of Economic Advisers? 

Senator Martin. I would think so. He is the man who advises the 
President from financial and fiscal matters and 

Senator Gore (interposing). And yet he testified before the Ap- 
propriations Committee yesterday. 

Senator Martin. That is what I am bringing up. I am not saying 
that the man is, I am like Senator Kuchel, I think it is something we 
ought to have a little further information on. We want to do what 
is right in the matter, but on the other hand, the Congress is entitled 
to information relative to finances and the progress of the different 
things that we are trying to do. We have appropriated the money 
for these roads and we want to see them built. And on the other hand, 
we want to see them built at a cost that will be in conformity with the 
plan when we enacted that legislation. 

Senator Gore. I agree with the suggestions and the staff is in- 
structed to prepare a brief and we will consider it in executive session. 

Mr. Keyserling, the committee appreciates your courtesy in respond- 
ing to its request to come back the second day to complete your testi- 
mony. 

You may proceed. 


STATEMENT OF LEON KEYSERLING—Resumed 





Mr. Krysertinc. Mr. Chairman, I am appreciative of the time that 
the committee is giving me. If I may have the privilege of doing so, 
I would like to take a few minutes with respect to a matter raised at 
the commencement of the hearings yesterday, having to do with the 
capacity in which I appear before this committee. 

I am a private consulting economist and attorney. I spend a part 
of my time making a living. I spend a part of my time trying to do 
on a voluntary basis and without compensation certain things which 
[ think are in the public interest—and hope that they are. 

I might add that I have never requested an appearance before any 
congressional committee since leaving the Government 4 years ago. 
I have on numerous occasions been asked to appear before congres- 
sional committees, including the Disarmament Committee a few days 
ago; this committee now, and the Joint Committee on the Economic 
Report on January 31. I have, wherever possible, responded to those 
invitations where I felt that, due to my experience and interests, I had 
something to offer that might be of value. 

With respect to this steel matter, I feel that I have something that 
may be of value—— 

Senator Gore (interposing). I would like to interrupt to say, Mr. 
Keyserling, that if there is any question, I thought I laid it to rest ’ 
yesterday. 

Mr. Keryseruine. Yes. 

Senator Gore. The invitation for you to appear originated with the 
chairman of the subcommittee. I happen to know of your knowledge 
of the subject matter, and of the study which you have devoted to it. 
I knew also of your. past experience and you were invited by me. I 
did not invite you to represent anyone but yourself, and I hold no one 
responsible for what you say except Leon Keyserling. 
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Mr. Keysrruine. I do not represent anyone but myself, and I par- 
ticularly want to emphasize this because some of the charts that I 
had here made some reference to one organization. That organization 
is one among several for whom I do work. The reference to them on 
the chart simply had to do with the fact that the charts had drawn 
some information from previous studies which they had made of the 
American economy, not Sosetiy bearing on the steel question. 

Senator Gore. Well, for the benefit of Senators who were not 
present yesterday you are referring to what agency ? 

Mr. Keysertinc. The Conference on Economic Progress. They 
have no responsibility for my being here; they have no knowledge of 
it, except through the press. They have not participated in the steel 
aspects of this. The charts specifically dealing with the steel subject 
I have had prepared responsive to the invitation to appear here. I 
have had them prepared at my own expense, I am here at the expense 
of my own time, and nobody is responsible for my being here. 

Senator Gore. Well, again the committee thanks you. You may 
proceed. 

Mr. Keyseriine. Now, to get to the subject matter. I want to revert 
first to a very good comment made by Senator Martin. I certainly 
believe that the steel industry, the cement industry, and other related 
industries have certain types of information about this problem which 
is nowhere else available. Obviously they should be heard. 

I have also learned from long experience with the problems of the 
Nation, that there are some aspects of these problems ~vhich are advis- 
able to look at from many perspectives. It is good to look at the steel 
problem from the perspective of the steel industry. It is also good 
to look at it from the perspective of the buyer of the steel who is not 
in the steel industry; and it is also good to look at it from the per- 
spective of somebody who tries to look at the whole national economy 
and how it functions and how the steel problem relates to that. 

There have been several occasions in my experience when supple- 
mentation of the knowledge of the steel industry with the analysis of 
those who look at steel from the viewpoint of the total economy has 
led to more helpful conclusions. This was verified before and after 
World War II, during the Korean war, and recently. We certainly 
got a more reliable conclusion this way as to how much steel the Nation 
needed and how much steel the steel industry ultimately did provide 
than if we looked at it from one perspective alone. 

This approach is not inimical to the interests of the steel industry. 
I am not here in the spirit of castigation or criticism of anybody. I 
had a very interesting meeting with the president of one of the very 
large steel companies in 1948 when I was very much concerned about 
this steel problem. I won’t mention his name only because I do not 
want to get into personalities. But he was the president of one of the 
large companies. He invited me over to have dinner with him, because 
I had been making some statements about the shortage of steel. And 
in the course of the conversation I said to him, “What would you think 
if someone went to Macy’s Department Store, which was selling $100 

million worth of goods a year, and proposed some way whereby they 
might sell $150 million worth of goods a year ?” 

He said, “Why, Macy’s ought to hire that man and pay him $150,000 
& year. 
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I said, “Well, that is all I am saying about the steel industry. I am 
not looking for employment, but all T am saying is that I think there 
are ways and means and needs whereby the steel industry can sell 120 
million tons of steel a year rather than 100 million tons of steel a year, 
and I do not regard this as in any sense inimical to the steel industry.” 

He laughed and said I had a good point there. 

Of course, very shortly thereafter the steel industry was selling 120 
million tons of steel a year and not 100 million tons, and one of the 
reasons was because they found it desirable to do so. Another reason 
was that the public, the great American public, and the Congress, and 
the executive branch of the Government had taken an interest in this 
matter at a time when it was very important that the public be 
interested in this matter. 

Now, to summarize what I said yesterday as a basis for further 
questioning and further demonstration: I have first of all tried to 
present the general trends in the American economy over a long period 
of years which provide a basis for informed guessing—and let me 
underscore “informed guessing”—what is going to happen in the 
American economy in the next few years. 

Senator Gorr. Would you not like to use the word “estimating” ? 

Mr. Keyser.ine. Well, I am conservative, but I think “estimating” 
might be a better word. That is basic, because as Senator Martin has 
said, there is an intimate and vital connection between the operations 
of the economy and the need for steel. Nobody can talk intelligently 
about the steel problem without talking about the American economy, 
and nobody can talk about the future needs for steel without talking 
about the future of the American economy. Yet, this is really an 


estimate rather than a guess; and it is a very informed estimate because 
it is an estimate based upon a careful examination—as I tried to show 
yesterday—of the operations of the American economy during the 
whole vital period since World War II and before World War II. 

On the basis of this I drew the conclusion, which I hope we all 
share, that over the next few years the American economy is going to 
witness a greater oe of stability and a higher average annual rate 


of growth than it did in the 20 or 40 or 50 years before World War II. 

We have made improvements in private economic policies affecting 
industry, and we have made improvements in national economic pol- 
icy, with the praise to be shared by both parties. We must hope in the 
great world contest that we are engaged in with the Soviets, which is a 
test of basic economic strength, that the American economy will not 
again be subjected to the terrible ravages of the business cycle. I think 
that is a fair estimate of what I said. 

I attempted te document that yesterday with charts and other data 
and will not attempt to do it again today. But I do say this, that 
even if my estimate of the future should turn out to be wrong, we 
should not now condition the performance and planning of the steel 
industry upon the more unfavorable assumption. There was a time 
years ago when the steel industry took the position, and I talked with 
some of them about it, that they could not expand to the level of what 
the economy would need if it grew, because the steel industry has had 
the experience of 7 years of feast and 7 years of famine; therefore, 
they had to maintain their capacities in a poised position sort of half- 
way between the two levels so that they could average out. 
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Now, this may have been justified 20 or 40 years ago, or it may 
not have. But we cannot take that position today. Steel is so vital 
to the whole American economy, that to take this position would be 
the same as to say that in our roadbuilding program we should have 
enough roads to carry the amount of traffic ‘that would be aver aged by 
7 years of prosperity and 7 years of depression, or that our railroads 
should be built on that basis, or that our factories should be built on 
that basis. 

Senator Gore. Iwould like to point out, Mr. Keyserling, that the 
highway program under study now envisions the building of highways 
to accommodate the traffic of 1975. 

Mr. Kerysertine. Surely, and if you do not have some integration 
between steel and highways or betw een steel and the other basic ele- 
ments in the economy you are going to get into difficulty. 

Another reason why the capacity of the steel industry cannot and 
should not be based on the more unfavorable hypotheses is it is not 
only 

Senator Martyn. Mr. Chairman, if you please, I do not want to 
interrupt what you are saying because it is very interesting and very 
helpful, but do you have any figures on the present road program 
which is to go on for a period of 13 to 16 years’ What percentage of 
the present steel capacity the roadbuilding program will require? Do 
you have any information ? 

Mr. Keyserirne. I do not have detailed figures on the roadbuild- 
ing program. I have not gone into all those technical estimates, but 
the estimates which I presented yesterday of the size of the operation 
of the total economy involved estimates of the levels of public out- 
lays and involved estimates which include as a segment thereof an as- 
sumed roadbuilding program of the size contemplated. In other 
words, I have not gone into all the technical details, but have factored 
in the main programs. 

Senator Martin. What I am getting at, Mr. Keyserling, I have no 
figures on it and I think it would be interesting to this committee to 
have them. I do not know anything about economics from the theor- 
ist standpoint. 

Mr. Keyseruine. I do not agree with that, I have been before you 
before. 

Senator Marri. I do not know anything about it. I was under 
the impression that the roadbuilding segment is a pretty small slice 
out of the steel production. Now, maybe I am wrong. 

Mr. Keyseriine. That is correct. I may help on that by putting 
up this chart again and illustrating how I have gone into it. 

Senator’ Martin. Mr. Chairman, I do not want to take the 
time 

Senator Gore. You are entirely proper, Senator. I might say that 
I have read estimates, for the accuracy of which I do not vouch, 
that the automobile industry, for instance, itself would take only 
a minor part of the steel, I believe approximately 20 percent. I have 
read estimates that the highway program, when it is in its full swing. 
will require from 5 to 6 percent. 

Senator Mart. Well, that is good information. I just thought 
it would be interesting to have those figures. 

Senator Gore. That may not be correct. I have read those 
estimates. 
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Mr, Keysertine. I think it very important to answer the Senator’s 
question and I will try to do so as soon as I round out my previous 
thought. I am glad you brought it up at this point. 

The steel industry is to a great extent a conditioning factor upon 
the economy and not merely a response to the economy. If the steel 
industry programs its capacity and its production to the assumption 
of a lower rate of economic growth than we should have, or to a 
more unstable economy than we should have, its decision is one of the 
conditioning factors in producing the very unfavorable development 
which they are seeking to protect themselves against. 

In other words, if you have a steel bottleneck in the economy as 
we have to a degree today, it causes prices to rise; the prices rise 
because imbalances and distortions exist. in the economy. Thus, the 
price increases, while they look inflationary in the short run, may 
actually be deflationary in a certain sense. The steel industry has : 
responsibility not only to square itself with that the Nation as a 
whole ought to be doing and needs to do, but to realize that it is one 
of the very powerful conditioning factors. 

One of the great gains that we “have made in the practice of our 
economic policy over the past 30 years is our industrial gain. The 
gains have not been entirely on the side of public policy. One of 
the reasons why we have the more stable economy than we used to 
have and a more rapidly growing economy than we used to have, 
in the long run, is that industry itself has geared its targets and its 
objectives ‘and its expansion to the long range growth potentials of 
the economy. ‘That is why the business investment thus far since 
World War IT has not been as erratic as it was before World War II. 
Even during the 1949 recession and the 1953-54 recession, business 
investment in plant and equipment held up better than it had in any 

earlier recessions, and the holding up of this volatile and powerful 
Roalen in the economy was one of the reasons why the recessions were 
so short and so shallow. 

Now, why did industry do it? Industry did this because it was 
continuing to adjust its thinking on capacity and its production, but 
particul: ly its thinking on capacity, to the long-range sweep of the 
American economy and not to the erratic ups and down of the moment. 
This has resulted in a very great gain to the economy and it has been 
a gain through the efforts of industry. They are to be congratulated 
for it. 

Let ‘us come to the question of steel as it relates to highways. There 
are two ways of approaching this problem and in one of these ways I 
am. not expert—you will have to get it from somewhere else. There 
are experts on the quantity any kind of steel used in every type of con- 
struction and in manufacturing and elsewhere. They can tell you 
how much steel the highway program will take, how much steel auto- 
mobiles will take, how much steel residential construction will take, 
how much steel bridges will take, allowing for the fact, as I under- 
stand it, that some bridges are now being built with materials other 
than steel. I cannot provide this kind of material. 

However, all these things average and blend into the operations of 
the total economy, and they do not change tremendously from year 
to year, nor do their relationships change very much from year to 
year. Therefore, I think that I can give a good picture of what the 
total demand for steel will be on a conservative basis, based (1) upon 
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the general factor of economic growth and needs and based (2) upon 
a broad taking into account of the size of the various programs that 
are going to march forward over the next few years if we can get the 
steel. 

In other words, while I have not computed the amount of steel re- 
quired for the highway program, I have taken the highway program 
into account in this way. I have added the proposed expenditures for 
highways into the estimate of public expenditure which enter into my 
national product figure. Therefore, it is factored in. 

Also included is an assumption that over the next 5 years we are 
certainly going to build a lot more schools than we have over the last 
5 years and my estimates include that. 

Senator Gore. In other words, you have estimated it but you have 
not segregated it ? 

Mr. Keyseriine. That is right, I have not segregated it for the 
steel components. 

Senator Gore. Pardon me for using that word. [Laughter. ] 

Mr. Krysrrurnea. I have factored in certain likely changes in the 
nature of demand. For example, I said yesterday that we had a 
technological trend which to a degree was substituting other materials 
for steel. Other things being equal, this would reduce slightly the 
amount of steel used relative to the size of the economy. 

On the other hand, we have forces operating in the opposite direc- 
tion. One of the forces operating in the opposite direction is that the 
level of total construction over the next few years, if we are going to 
fulfill our national purposes, must be higher than over the past few 
years. That can be seen in more detail in some of my charts. We are 
certainly hoping to build more schools; we are certainly hoping to 
make some inroads upon the hospital shortage. We already have a 
program for a thirty-odd-billion-dollar road program or thereabouts, 
and so forth and so on. These all tend to use more, rather than less, 
steel than other types of consumption. 

So, these estimates do factor in the roadbuilding program with the 
other programs in that sense. 

Senator Gore. Did you say you had charts you could present, indi- 
cating future demands for steel ? 

Mr. Keysertine. Not for steel—well, this indicates future de- 
mands for steel. [Reference to chart A.] I have charts which un- 
derlie it by indicating the likely trends in various areas of the econ- 
omy which involve the use of steel. 

enator Gore. Would you present those? I would like to have all 
of these charts printed in the record. 

Mr. Keysertine. Yes, I will get to that. 

Now, to go back to this chart for a moment, because the question 
is again raised and some of the members of the committee were not 
here yesterday. [Reference to chart A.] This chart, first of all, 
depicts the gross national product through 1956 and projects it to 
1960. The depiction for past years is exact because those are the offi- 
cial figures as they exist today. The gross national product is per- 
haps the best single indicator of the economy in operation. It in- 
cludes investment in plant and equipment; it includes construction, 
residential and industrial; it includes consumer buying, which is 
matched by an equivalent amount of production of consumer durables 
and other products for consumers. 
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The projection to 1960 is, of course, an estimate. But it is an esti- 
mate which, if you look at this line as a whole, you can see is reason- 
able. It does not move sharply this way or sharply that way. It is 
simply based upon the continuation of a trend assuming that we do 
not have a depression and maximize our growth as we should. I 
think we have to make that assumption not because it necessarily will 
happen, but if we start planning and preparing our capacities and 
our outlays to the idea of a depression, we will have one because each 
component of economic activity will fall far below the necessary 
composition of a high-level economy. 

So, this projection seems reasonable. And may I say here that 
while I have, as some of you know, made various estimates of eco- 
nomic growth over the years, and while all of them seemed extremely 
high at the time, they have thus far been almost invariably short of 
what actually happened in real terms. May I say further, that 
when 2 years ago I projected a $500 billion economy by the end of 
1960 it seemed very high and members of the Government, for ex- 
ample, projected a $500 billion economy by 1965. But within the 
past few months, in the view of further evidence and further per- 
formance (and I don’t blame them for being conservative, although 
I think I am, too), they have restated their estimates in terms of 
figures coming much closer to a $500 billion economy by 1960. So 
they are not far way from my projections, which I think are con- 
servative. 

Now you come to the question how much steel—— 

Senator Martin. Might I ask a question. Is your projection there 
based on further devaluation of the dollar? 

Mr. Keyseriina. No, this is in uniform dollars, Senator, and even 
the back years are in uniform dollars. I have adjusted this to uni- 
form dollars because the amount of steel used does not depend upon 
a dollar figure, it depends on a real figure. 

For example, in 1939 we did not have a $190 billion economy in 
1939 prices. If I had shown this in 1939 prices, the starting point 
would be way down and the line would indicate a rate of growth 
very much greater than the rate of real growth. By putting it on 
a uniform price trend, you get a real trend. From the point of view 
of consumption of material it is the real growth and rate which 
counts. For example, an automobile of the same size and kind uses 
about the same amount of steel no matter what the price of the steel, 
unless there is a fundamental technological change. 

This black line [reference to chart A] shows the tons of steel pro- 
duced per $1 million of total operation of the economy over a long 
period of years. There are some deviations. For example, during 
World War II, due to the different composition of the economy, obvi- 
ously more steel was produced per million gross national product than 
in normal times. In periods of economic recession, when there were 
sharp drops in demand for certain types of products, for example 
1953-54, or 1949, the production of steel fell, relative to the size of 
the gross national product. 

Now, let me summarize what I have done. I have taken those 
periods of recent operation of the economy in which we were operating 
at high levels of employment and stability, which we would like to see 
maintained, and said that it is reasonable to assume, at least for the 
next 3 or 4 years, that the relationships will not change very much. 
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The projection is not based just on that assumption, however. It 
also takes into account, as I have said, the nature of new programs 
coming along, especially the backlogs of various types of construction 
which we must meet. The conservatism of this position is shown by 
the fact that my projection of the rate of steel production in relation 
to gross national product for 1960 is not above the levels during those 
peacetime periods since World War IT in which we have been operat- 
ing at high-level prosperity and high-level demand. It is actually 
below the current rate, and, therefore, I say it is a generally conserva- 
tive estimate. 

Putting those two things together you get the level of steel produc- 
tion consonant with the gross national product projection for 1960. 
The green line up to the end of 1956 represents past experience and 
the projected line is compatible with these two figures—that is, the as- 
sumed steel-gross national product rate and the 1960 gross national 
product level. Thus, on the assumption that in 1960 we have a 
successful and stable and growing economy and that we carry forward 
the important national programs which are blended into the estimate, 
we will need something in the neighborhood of 147 million tons of 
steel. We are now producing 115 million—that was the average for 
1956—but by the fourth quarter of 1956 it was at an annual rate of 
about 128 million tons. There had been a substantial dip in the third 
quarter due to the steel strike. 

Senator Gorr. Do you know what additional capacity is under con- 
struction or planned? 

Mr. Kryseriine. Yes, I have estimates on that. I have data on 
what is planned and I have data on what the capacity is thus far. I 
have here a chart which I barely had a chance to mention yesterday 
and which I would particularly like to have the other gentlemen 
here see. This chart shows steel production as percent of theoretical 
or rated capacity. [Reference to chart C. | 

The important thing that I mentioned yesterday, though there is 
no precise figure, is that steel production in the long sweep ought to 
be somewhere within the neighborhood of 90 percent of capacity. 
Industrial operations generally indicate that this kind of reserve pro- 
vides a reasonable efficiency level. It does not involve excessive wear 
and tear, and furthermore, it leaves some reserve for exigencies, which 
I certainly think we must consider in view of the world situation. 
As a matter of fact, most industries, even under conditions of high- 
level prosperity, do not operate usually at levels above 90 percent of 
rated capacity. However, people could argue that it should be above 
90 percent, say 91 or 92. I would not question their judgment for 
such slight differences, but even accepting them, it does not change my 
story any way. 

If you draw a line across this chart at the 90-percent level, you see 
that except in a few periods the steel industry has been operating at 
a phenomenal rate in relation to rated capacity. In fact, strangely 
enough, during the years after World War II it has been operating 
during the good years at a higher percent of rated capacity even than 
during World War II, which is a striking illustration and verification 
of the feeling that I had during World War ITI that the expansion of 
the steel industry to meet the needs of the war, which so many thought 
would be excessive and devastating for the postwar period, would 
readily be absorbed in the functioning of a relative peacetime economy. 
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So this industry which expanded so much since the war has been 
even more strained in terms of available capacity since the war than 
it was during the war. 

Senator Martin. Mr. Chairman, I would like to make this observa- 
tion. During the war we used steel for warmaking material and we 
did not build schoolhouses and hospitals and roads and so forth, and 
that is the reason 

Mr. Krysertrne (interposing). Surely. We have come back to 
peacetime usages. 

Senator Gore. But there still exists a big backlog of demand and 
need for schools, hospitals, highways, bridges, and buildings. 

Mr. Krysrerirne. Yes; the only point I am making here is that what 
Senator Martin says is entirely correct about the changing composition 
ofthedemand. That is entirely correct. 

Senator Mariin. And future wars there would probably be less 
— for heavy—the next war will be speed, it will be speed rather 
than 

Mr. Krysertrne (interposing). Well, none of these projections— 
Jet me emphasize this and I am glad you brought the pomt up—not a 
single projection that I have made here is based upon an assumption 
of a future war. 

Senator Martin. And that is good because if we have a future war— 
the whole thing—— 

Mr. Kryser.rne (interposing). I agree with you on that. 

Senator Marry. It is just too awful to think about that. 

Mr. Krysertinc. These projections are not based on future wars; 
they are based upon a peacetime, full employment projection to 1960— 
on what we have seen and felt and heard and experienced now and 
over the past few years. I might say parenthetically that in consider- 
ing this question of capacity I have long been concerned with the prob- 
lem of reserve capacity in terms of more dispersion. In other words, 
I think, granted that any future war would be certainly devastating 
to civilization, I would like to see enough reserve capacity to assure 
wider dispersion over the country of some of these productive facil- 
ities, which would involve probably a reserve of more than 10 percent 
in the aggregate. But anyway, this projection is not based on that. 

Senator Martin. Mr. Chairman, might I have Mr. Keyserling go 
on? This is very interesting. Have you considered that there will 
probably in the very near future be many substitutes for steel ? 

Mr. Keyseriina. I have taken that into account and I say that, if 
that were the only factor, steel consumption would grow slower rela- 
tive to gross national product or relative to population than it has in 
the past. But there are competing factors on the other side; namely, I 
hope there are going to be more schools built in the next 5 years than 
the last 5 years, more resource developmental projects, and according 
to the President’s budget there is some uplift in the demand resulting 
from the military program in the neighborhood of about $3 billion. 
Those various competing and partly compensating factors have been 
factored in and, I hope, more residential construction. 

For example, it is of great and proper concern to the business com- 
munity and all those interested in our economic well-being that the 
level of residential construction has moved very sharply downward 
over the past year. It is now pointing toward a million units a year 
senaanel with 1.4 million units in 1950. Now, to be sure in 1950 we 
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were still working down some of the war-created backlog. On the 
other hand, in 1950 we had 17 or 18 million less people in the United 
States than we have now. There is still a housing shortage in the 
United States. The fact that residential construction is moving down- 
ward is in itself of concern for the business community. I certainly 
hope that over the next 5 years we would average a considerably higher 
level of residential construction than the current level. 

The need for steel in an enlarged residential construction program is 
one of the factors compensating for this technological trend which is 
substituting other products for steel in some areas. In this sense, 
this trend is taken into account. 

Getting back to the chart, if you look at the 90-percent-of-capacity 
line, you see that in the postwar period even more than during the 
war, the economy, except under unusual circumstances to which I will 
refer, has been operating at a very high percent of rated capacity. 

We note a big drop in 1946 [indicating]. This was the very ex- 
treme tapering off after the war program had reached its peak in 
1944. That was an ephemeral thing that will never happen again 
unless we taper off again after another big war. 

The second downturn which was very brief was the recession of 
1949 and this was almost inconsequential. There was another down- 
turn in the recession of 1953-54. However, if we look at the other 
periods, say the growth period from 1947 to 1949 or from 1951 to 1953, 
or more recently from the end of 1954 on into 1956, we see operations 
at a very high percentage of rated capacity. Actually in the first 
quarter of 1956, before the steel strike, operations were at about 99 
percent of rated capacity. The steel strike, of course, carried it way 
down. 

In the fourth quarter of 1956, partly due to the steel strike, but not 
much inconsistent with the first quarter, the operating rate was above 
100 percent of rated capacity. In 1951 the rate was also above 100 
percent of capacity and in 1955 it was at 93 percent of rated capacity. 

I made the point yesterday that, contrary to popular belief, this 
recent operation at rates in excess of 100 percent of capacity was not 
and is not in a period when the overall economy is operating at an 
excessively high rate or subject to excessive strain. Now, what do 
I mean by that? When you adjust for price change the real growth of 
the economy in the overall for the past year, from the fourth quarter 
of 1955 to the fourth quarter of 1956, was only about 2.5 percent and 
over the past 4 years only about 2.6 percent or somewhat below the 40 
year average. 

What does that mean? That means that this operation of the in- 
dustry above rated capacity or very close to it is not the byproduct of 
a hyperstrained economy operating closer to the full utilization of its 
resources than we would normally expect. We must over the coming 
years ahead lift this 2.5 percent rate of annual growth to a higher 
figure if we are going to avoid rises in employment as technology 
increases further and if we are going to be able to bear the burden 
of our high international responsibilities and our domestic needs, like 
the road program and schools, without excessive strain on the economy. 

Senator Gore. You did not give us the percentage of growth over 
the past 40 years. 
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Mr. Krysrriine; About'3 percent over the past 40 years on the aver- 
age from year to year in real terms. 

Now, I want to indicate next—you asked for figures on steel pro- 
duction and steel capacity. The capacity figure in 1956 was 128 mil- 
lion tons. The capacity figure as I understand it as estimated at the 
beginning of the year. At the start of 1957, the capacity is a bit over 
133 million tons and the industry has announced plans for increasing 
capacity to about 143 million by 1959. 

The projection of needed steel production on the other chart showed 
requirements for 147 million tons by 1960. This would call for a rated 
capacity, on the basis of analysis that I have presented, of approxi- 
mately 164 million tons. 

If you added 3 or 4 million tons to the 143 million now projected by 
the industry for early 1959, you would get somewhere around 146 
million or 147 million tons for 1960, which would be about 17 million 
tons below my estimate of what the need might be at that time. 

Now, let us relate this to today’s problems instead of talking only 
about the requirements of the future. 

Let us assume that steel prices are rising only because of shortages. 
If I made a contrary assumption that steel prices are rising without 
shortages, that would in some ways be even more serious and would 
raise the whole question of quasi-monopolistic price considerations. 
I am not raising that question; I am assuming for today’s discussion 
that the price is rising because the demand is pressing too hard against 
supply, though in fact there are other reasons. The question then 
is what is the evidence of this and how fast are they rising? 

I want to apologize for summarizing and covering a little bit of the 
ground that 1 did yesterday, but some of the others are interested in 
this and in effect I am putting it a little differently. 

I want to show you this price chart for just a moment. [Reference 
to chart B.] 

Senator Gore. While you are looking for that I might call to your 
attention that the subcommittee has had testimony indicating that 
deliveries of structural steel are now being delayed by as much as 
20 months, which would indicate that demand is pressing against 
supply. 

Mr. Keryserttnc. Well, here is the price picture. The two series 
shown start with a base of 100 in 1939. Some other year could have 
been used, but we wanted to begin before World War II and not 
go back too far. I want to repeat that the movement this green line 
of industrial prices includes the effect of steel price rises. If steel 
prices were taken out of this industrial price index the line would 
move upward more slowly, especially in recent years. Therefore, 
this comparison is relatively favorable to steel, because it distorts the 
picture a little bit by having the steel prices, shown in the blue line, 
also part of the green line. Taking the two series as they are, it is 
evident that by the end of 1956 steel prics are higher than industrial 
prices, even though steel prices remained well below during the war 
and for a number of years thereafter. 

What is most significant is what has happened recently. The two 
lines cross in 1953 [indicating], approximately. Since 1953, as I said 
yesterday, steel prices have increased about 22 percent and industrial 
prices about two-fifths that much. 
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Since 1955, which carries us back only a year, comparing 1955 as 
a whole with the end of 1956, steel prices have increased 12 percent, 
industrial prices 6 percent; the aaiianiiie rise was twice as great as 
industrial prices. Furthermore, the 6 percent increase in industrial 

rices was in part the result of the increase in steel prices, not only 
Semmtie steel is in the index, but because many steel-using products 
are in the index. 

There is no doubt about these relationships. These are Depart- 
ment of Labor figures on industrial prices, and American Metal Mar- 
ket figures on steel prices. Whatever the reasons may be, we have- 
now and have had recently, a serious upward movement not only of 
industrial prices but very specifically steel prices. Some say that 
that is due entirely to the cost pressures resulting from wage changes. 
That is a subject in itself, on which I could talk at great length. But 
let us grant for our purposes here today that some of it is due to the: 
pressure of demand on supply. The relationship between wages and 
prices gets you into the whole question of the profit structure. I 
would make the summary observation that, in view of the profitabil- 
ity of the industry and of the amount of funds used for plant ex- 

ansion, I do not think that prices needed to be increased as they have 

en to cover wage increases. But that is not my main subject today. 
It is sufficient for the purposes of this hearing to say that some of the 
price increases indicate insufficient supplies and capacities. 

Senator Martin (interposing). Mr. Chairman, for the benefit of 
all of us, what percentage of the cost of steel is labor ¢ 

Mr. Keyseruinc. Well, one of the reasons I have not wanted to get 
into that is that I have 

Senator Martin. I am sorry. 

Mr. Keyseruine. I want to explain. I do not want to avoid your 
question in any way. This is one of the most controversial questions 
in analysis. 

Senator Marrrn. I know, but you are an expert. 

Mr. Kryseriine. I am expert enough to know that I do not know 
the complete answer to that question. I think the steel industry could 
give you one figure. It gets to the whole economic structure of the 
industry. My belief is that it is a smaller figure than is usually— 

Senator Martin. What I am getting at 

Mr. Keysertine (interposing). It isa factor. 

Senator Martin. This matter of inflation, this increased cost of steel 
and other commodities is one of the greatest factors in the creation of 
inflation. Inflation to my mind is much more dangerous in this coun- 
try than invading armies and bombs. I am just terribly alarmed 
about inflation and that is the reason I was asking that. You are an 
expert. 

r. Keysertine. Well, you leave me in a little puzzled position 
because frankly the question that you now raise is a little apart from 
the question of the wage-price relationship. I am delighted to have 
your questions. I could take a lot of time with this committee, only I 
do not think I should now take the time for a full analysis of the 
question of what kind of inflation we now have and what are the 
causes of it. I would be very glad to do so, if you wish, either now or 
at some other time. 
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I think there is no more important question, because let me say this 
again—especially this part of it which gets to the matter of the steel 
price rise—we now have some serious inflationary trends in the 
economy. But they are altogether different in character, in conse- 
quence, and in implications for public policy, from the kind of infla- 
tion we had during World War II. I want to answer your ques- 
tion on this, although it involves repeating a part of what I said yes- 
terday, because it aie so directly to this steel problem. 

Let us suppose that we were at the start of World War II, and I 
will ‘use illustrative figures rather than actual figures to make it 
clearer. Suppose at the start of a great war our productive capacity 
is 400 and we are suddenly called upon to produce 500 due to increased 
military spending with workers earning more wages and other in- 
comes rising and the supply of consumer goods actually declining, you 
have pressures on the system. You have the task of trying to bring 
the 400 and the 500 together. Two things happen. First, you try to 
increase production as rapidly as pessible. That is one of the things 
that happens, and under those circumstances your whole labor force 
and your whole productive force is seriously strained in the overall. 
You have a general, overall unyielding inflationary situation. 

Under that circumstance you have to postpone the construction of 
schools, hospitals, and roads, and you have to limit consumer durables, 
just as all those things were postponed during World War II. You 
have to use all of the classical anti-inflationary measures, such as 
very high taxes. Actually, I do not think taxes were high enough 
during World War II, and that was one of the reasons for the infla- 
tion later on, because we kidded ourselves into believing that we could 
save money and the money was burned up in munitions. That is a 
euphemistic saving. We postponed a lot of things. We needed a 
very high tax policy, a very tight credit policy, which is different 
from the hard-money policy, and so forth, and we even needed price 
and wage controls. 

Now, that is the classical type of overall general inflationary situ- 
ation where there is a shortage of everything, when everybody is 
being pushed too hard, when you are trying to produce more than you 
can really produce. 

I maintain we are in an entirely different kind of selective infla- 
tionary situation today and the confusion between the two leads to a 
lot of wrong results. 

First of all, we are not now in a general overall situation where the 
economy as a whole is being strained in the same way. We have big 
agricultural surpluses, we have big textile surpluses, and you can 
walk down the street and buy almost anything with a few exceptions. 
We have not much visible unemployment, but we have a great deal 
of underutilization of the labor force. 
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We have much excess capacity in some areas. This is not the kind 
of inflation that we had during World War II, but at the same time, 
as has happened before in the economy, we have selective inflation 
and selective deflation operating at the same time due to distortions. 
We have a bottleneck in steel and rising steel prices. We have a 
surpluses in agriculture and falling agricultural prices. We have 
other situations where prices are rising, although there is no shortage, 
which is an entirely different kind of price problem, often due to 
administered prices. 

For example, the automobile industry raised its prices during a 
year when they sold 2 million or 3 million less cars than they had sold 
the year before. When you have the kind of mixed situation with 
some prices rising and some prices falling, with shortages and bottle- 
necks in some areas and surpluses in others this is not the typical 
wartime inflationary situation. 

Senator Scorr. I can say for your information this suit is 6 years 
old. [Laughter.] 

Mr. Kerysertine. This brings me to the point in describing these 
two types of situations which is very vital to the steel question and to 
the highway question. Those who draw the false analogy of the cur- 
rent inflationary situation to the situation during World War IT are, 
I think, getting all the wrong results. By calling it a general infla- 
tionary situation, they are asking that we apply the repressive meas- 
ures which are appropriate in such a general overall inflationary situ- 
ation, including the hard-money policy, and I will come to that in a 
minute, but the consequence of this—— 

Senator Gorr (interposing). Well, I hope you will not describe 
that as entirely appropriate at any time. 

Mr. Keysertine. Well, I do not think it is now anyway. So that 
in consequence of the wrong appraisal that we have a general infla- 
tionary situation, we are applying a set of repressive measures, which, 
unfortunately, have been addressed to a distorted situation which 
happen to be hitting the weak parts first and hitting the strong parts 
last. So, the medicine is inverse to the ailment. 

Coming to psychology, here is what I am worried about. I want 
to see business investment grow at a fast rate. I think over the next 
few years it can grow faster than it has if the economy grows faster, 
but that if isa big thing. I do not think that the current investment 
in plant and equipment can continue relative to what is happening to 
the agricultural buying power, to the buying power of consumers 
generally, to rising prices, to the condition of small-business men, to 
the drop in automobile demand, to the decline in residential construc- 
tion, and so forth. 

Suppose that investment in plant and equipment reaches the point 
where, because of insufficient consumption, it has to taper off a bit? 
What is going to happen, if you have at that moment a cumulation of 
economic and psychological forces; for example, if the stock market 
continues to move downward? Suppose that the Government, at the 
same time, is repressing the programs we need and can well afford? 
Such a combination of events could quickly become a dangerous 
situation. 

But let us get to the hard money policy, since you asked the question 
and it relates to this, 

91140—57——15 
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Senator Martrn. I did not ask that, I am very much interested, I 
admit. 

Mr. Krysertinc. Well, it relates to this 

Senator Gore (interposing). Well, I will ask the question then. 

Mr. Krysertinc. Well, it isn’t irrelevant to the steel question, be- 
cause I say that we now have selective inflation and not general infla- 
tion, and they are two entirely different things. There is a great 
difference between rising prices resulting from a particular bottleneck 
and rising prices resulting from a wartime situation where everything 
is under pressure. In one you have to reduce the pressures every- 
where, and in the other you have to try to bring about a better balance. 
They are two entirely different situations. 

Now, let us look at what the hard money policy does in the current 
situation. If we accept the proposition that the investment boom has 
been a little bit on the high side, we might also admit that the hard 
money policy hardly affects it. They say it affects it, but it does not 
affect it very much. The investment boom is primarily on the part 
of very big companies. 

When they sit down to decide whether they are going . put another 
half a billion dollars or another billion dollars in 1 year, or all these 
spectacular figures that we read, into plant and slant: there are 
only two questions they consider. First, will the new tools and the 
new plant and equipment reduce their productive costs in real terms 
so that they will be in a better competitive position as against their 
neighbor? Ford had fallen way behind; so a few years ago, as you 
may recall, he undertook a tremendous renovation to catch up with 
General Motors in equipment. General Motors then started catching 
up with Ford. Chrysler then tried to catch up with both and bor- 
rowed $200 million from Prudential to try to do so. 

The second reason why these big companies invest—and none of this 
is meant as criticism, for it is purely descriptive—is in answer to the 
question of whether long-range markets will justify this level of in- 
vestment. They usually would come out reasonably well on that cal- 
culation if they rightly computed their part of the market. But each 
one wants to get more of the market than he now has and, therefore, 
the sum total of productive facilities may run ahead of mar ket demand. 

The reason that the hard money does not touch them is that when 
they answer these questions in the affirmative and decide to invest, they 
are not conditioned very much in their decisions by the so-called 
availability of credit or the interest rate. You may accept it as a 
truism—and this is not critical—that if General Motors thinks it to 
its business advantage to build more plant, it will get the funds to do 
so. That is just a truism of the American economy; it is not a criti- 
cism of them. They will get it out of depreciation reserves, out of 
profit allowances, or out of financing through the price structure, which 
is a problem in itself. They are not restrained by a tightening of 
credit. They are not financially affected by a lifting of the interest 
rates the way that others are. Thus, it is easy to see why some parts 
of the economy that are booming in that sense are not very much 
affected. 

Who is affected? Those who are affected are those who are on the 
low side, not those who are on the high side. The small-business man 
is vitally affected, especially if he is a marginal producer; he does not 
have an easy way of getting the money to finance his inventor ies; he 
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cannot finance out of the price structure. He is very much affected. 
The farmer is very much affected because he has to refinance his crop 
every year and sometimes more than one time a year. The buyer of 
consumer dbo bb is very much affected by the higher cost, and above 
all, State and local essential improvements are affected, be they for 
schools or be they for other things which the Federal "Government 
may be programing—but is saying are primarily State and local re- 
sponsibilities, w hile at the same time making it harder for the State 
and local governments to exercise that responsibility. The effect of 
interest costs on State and local borrowing has gone up 63 percent. 
That does not mean that the interest rate is 63 percent, but that rate 
itself has gone up 63 percent and thus increases the annual cost over the 
life of a project toa locality or State which is trying to carry forward 
a public improvement program. Not only is the interest rate higher, 
but it is harder for them to get their money and harder to float their 
bonds. That is not a part of the economy which should be repressed, 
because there are tremendous backlogs now. Also, as I have said, the 
fulfillment of these needs could fill the gap that I foresee with respect 
to private investment in plant and equipment. 

In addition, the hard money policy has increased the cost of the 
national debt by one-half to three-quarters of a billion dollars a year, 
which in itself is a considerable problem. 

ida argument is that this policy holds down prices. I do not think 
so. I do not think that the price making of the modern American 
economy is such as to be restrained very much by credit policy. Aside 
from agriculture, much of our price policy is the result of an admin- 
istered price system. 

Senator Case. Mr. Keyserling, if there is a shortage of steel such 
as you have been setting forth and there is an overexpansion of plant 
equipment, what is your remedy for the steel shortage? 

Mr. Kerysertine. One can approach it in two ways. One can say 
that where you have a specific selective shortage in one area of the 
economy, you are going to try to force the whole economy into the 
bottle through the narrow neck. Or we can try to break the bottle- 
neck. I think this preb'em exists for selective specific areas of the 
economy even when not in an overall war situation. I think the way 
to do it rapidly and feasibly is to try to break the bottleneck. In other 
words, if we try to force the whole economy through the narrow neck 
into the bottle, we would be compressing the total expansion of the 
economy to unhealthy low levels; we would have to reduce to much 
lower levels the roadbuilding program and various other types of 
programs, that I think we need urgently. 

Senator Casr. Are you advocating deferring the roadbuilding pro- 
gram ¢ 

Mr. Keysertina. Just to the contrary, I am advocating taking steps 
to somewhat enlarge the productive capacity of the steel “industry at a 
faster rate than is now being done. 

Senator Case. What do you 1 advocate ? 

Mr. Krysertinc. That is the second phase of the question. I was 
going primarily into the discussion before this committee about the 
need for steel. I am not at the moment advocating specific or other 
measures, but I can indicate some of the ranges. I am a great be- 
liever that one of the important roles of the Congress i is investigatory. 
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Now, “investigatory” is a hard word and I am not proposing an in- 
vestigation of an industry and this is not technically an investigation 
of an industry. I think that when the searching light of public at- 
tention is brought to bear at the highest levels upon an industry, that 
is one of the methods that we use in a democracy to encourage them 
to do a little better than they are doing. 

Senator Gore. That is exactly what we are doing here, Mr. 
Keyserling. 

Mr. Keyserirne. I think that is very important and desirable. 
I have seen it work in part, other than in wartime. I think that is 
one approach and that is why we cannot 

Senator Case (interrupting). I had some reservations about the 
validity of your thesis yesterday that there was, the other day— 
that the ratio of steel production is constant to the gross national 
product. I doubt that there is a constant relationship and the use 
of the two lines on your graph the other day were almost premised 
upon the idea that there should be a more or less fixed relationship. 

Mr. Keyserriinc. Not exactly, Senator. I see the point you are 
making and it is a good one, but it was not exactly premised on that. 
It was premised on the fact that there are some oscillations from year 
to year and there are also some oscillations in the longer run as the 
ratio between the use of steel and the use of other products changes 
for particular kinds of activity. 

Senator Case. That is what I had in mind. In the first place, the 
other day I called attention to the fact that your line for the produc- 
tion of steel per million dollars of gross national product was above 
your gross national product at the earlier stages in the years that you 
were using, that then the lines crossed, and now it is lower. 

I think—and this just a general opinion—I am not prepared as an 
economist to support it in detail as you are, but I want to put this 
before you and I would like to have your comment. 

In your early years back in 1939 your tons of steel per million 
dollars worth of gross national product was above your line of gross 
national product and your two lines cross and now they are spreading 
with the gross national product much higher in relationship to the 
steel. 

In the first place I think there has been a shift in the way dollars 
are used. I think that now we are spending more dollars abroad 
through our foreign-aid program and that the extent that our gross 
national product is reflected in the dollars spent abroad—part of 
those dollars buy steel that is manufactured abroad. The production 
of steel abroad is increasing. I know that production of steel abroad 
and production of coal are traditionally used as the indexes of eco- 
nomic well-being in foreign countries. We did that when we were 
studying the Marshall plan. But there is another change in addition 
to that use of dollars—and that is that plastics, aluminum, magnesium, 
and possibly before long titanium, will be supplying some of the 
needs in the production of goods that has formerly been occupied 
by steel—so that I think that the validity of using steel as a measure 
or as a fixed index to gross national product is changing. Even wood 
is being developed now for structural purposes that formerly re- 
quired steel. So that I wonder if you need to have as many tons 
of steel production for a million dollars of gross national product as 














NATIONAL HIGHWAY PROGRAM 225 


you did before we started using aluminum, magnesium—and perhaps 
efore long titanium—and these plastics and wood ? 

Mr. Keyseriing. Well, I want to make several comments about this, 
but first of all I want to say, and this applies to all my comments, that 
all of these subjects are difficult to the point where literally nobody 
can be sure of anything except where you have reliable figures as to 
what is already done and what has already happened. A lot of people 
can come up with different methods of analysis and give results 
within a given range. To a degree this is speculative. Perhaps you 
may say if it is speculative why use it at all. The answer is that 
everything in the future is speculative and we have to base policy 
and decisions on the best speculations that we can make. 

Now, the only question is how reasonable is the speculation? This 
chart as a whole is not based on the assumption that the ratio of 
steel use to million tons of gross national product is constant [refer- 
ence chart A]. In fact, the whole chart shows that it is not constant. 
However, one has to try to explain, at least in general, the reasons 
for some periods differing substantially from the norm. For in- 
stance, this rise [indicating] during the war period is readily ex- 
plicable by the fact that war demands steel. This dip here [indicat- 
ing| was the period between 1944 and 1945. After the war peak was 
reached in 1944, there was very rapid cutting back in military orders 
of all kinds, especially those that used a large amount of steel. 

This white area in here [indicating] in 1954 and the white area in 
here in 1949 represent deviations from the long-range trend due to 
two very specific economic recessions. We see from the indexes that 
there were sharp cutbacks, for steel was operating far below capacity, 
the demand for durables went down much faster than the demand 
for soft goods, and so forth. Therefore, there is some basis for ex- 
planation of these areas. 

To summarize, I have not taken the lows and I have not taken the 
highs. I have taken what I consider is a conservative projection. 
I have stated that in a short period of 4 years, between now and 1960, 
the ratios between the use of steel and the use of other components do 
not change very tremendously, although there is the technological 
change you suggest, Senator. Therefore, I have projected at a rate 
which approximates but by no means is as high as the rate that has 
persisted in the most recent years during periods of high level pros- 
perity. You have this line here [indicating], you have this line here, 
you have this line here, you have this point reached here in 1955, and 
you have the steel production point reached here, in the fourth quarter 
of 1956, which is considerably higher than at any previous time, 128 
million tons at an annual rate. 

Therefore, this is a projection of the average of the most recent 
periods which seem most relevant to the next 4 years. Of course, 
these estimates are speculative, as are any projections, for they depend 
on the reality of your assumptions. 

Let us consider the second factor which I mentioned before. If I 
were taking into account only what you mention, that is, the changin 
ratio between steel use and aluminum use and other types of use, i 
would have drawn this line at a lower level, even allowing for national 
growth, but I have had to take two other factors into account. One 
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other factor is—and I want to get into this a little more—that I fully 
expect that the level of certain types of undertakings which use large 
proportions of steel will average higher over the next 4 years, consid- 
erably higher than during the last 4 years. That may be wrong. 
They will, if the steel is there and, if the steel is not there, they will not. 
I think they should. For example, without going into any of the 
details as to how the school building program should be financed, as 
to the relationships of the Federal Government to the State and local 
zovernments, | would certainly hope that we build more schools in the 
next 4 years than over the last 4 years—a lot more, particularly second- 
ary and elementary schools. We need to keep up with the growing 
population and the growing children reaching school age. Hence, I 
have assumed a higher level of school building. 

Senator Gore. And roads. 

Mr. Kryseriine. And roads, because the Congress has decided that. 

I have always assumed, insofar as I can assume—and assumed is an 
understatement—that at least through the next year the President 
has indicated a somewhat higher level of defense spending, not lower. 
So. I have had to take those things into account. 

Senator Case. In items that call for steel 

Mr. Keryseriinc. Some of them may. 

Senator Casr. The major increase in the defense budget is in air- 
craft procurement which is not primarily a steel item. 

Mr. Keyseriine. You have a different picture for every industry but 
T think it reasonable to say that the speed at which other materials 
may supplant steel over the next 4 years will be at least compensated 
for by 2 facts: First, the need to increase certain programs which 
obviously will use steel; and, second, the overall trend in the economy 
which makes very important the point that I have made that during 
the last year or so, even with steel strained to 95 to 101 percent of r: ted 
capacity, and even with steel prices rising very rapidly, the overall 
economy as it affects the utilization of steel has not been growing at 
2 normal or even a safe rate. In other words, whatever the reasons 
may be, and there are many over the past year, the rate of real expan- 
sion of the economy as a whole, involving the whole economy which 
uses steel—procurement by farmers of machinery and tools, resi- 
dential construction, transportation construction, roadbuilding, school- 
building and so forth—has been at a much slower rate than can per- 
sist over the next 4 years unless we have a sharp recessionary situation. 
We cannot go along for 4 years at a real growth rate almost 50 percent 
below the rate over the past 4 years, because we have a new technology 
end a new productivity and a new economic structure, as well as a 
growing labor force. 

To forestall serious economic reverses, which might be caused in part 
by some of these distortions; we will have to average over the next 
4 years a considerably higher real growth rate than during the past 3 
or 4 vears. If we do that and if these specific programs that we know 

about are expanded to at least the minimum degrees that we think in 
the national interest, that should compensate for this other trend as to 
the relative utilization of steel and other products. 
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ADJUSTING FEDERAL BUDGETARY OUTLAYS 
TO SOME GREAT NATIONAL PRIORITIES 


( 1954-57 Estimated Annual Averages, Fiscal Years; 1960 Goal, Calendar Year; 
Per Capita Figures in 1955 Dollars ) 
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To put it in another way, I would expect some of these other 
products to expand in use much faster than steel expands in use. 
To arrive at the real basis of comparing that would be not this line 
but to have a chart which rue the trends in the consumption of 
aluminum or some of the other metals that you use, relative to the 
size of the gross national product, and you would undoubtedly find 
that on a ratio basis they were moving up faster than steel. 

But balancing out these factors I feel, and others may differ, that 
this is a conservative estimate. At least it is verified by current and 
recent experience which does indicate all of the symptoms of shortage, 
overutilization of capacity, and especially rapidly rising prices. 

Senator Case. Then, for the purpose of getting your answer, let 
us assume that your estimate of a steel shortage and a continuing short- 
age is valid, you just count these factors I raise to questions of validity, 
assuming that is valid then, is your remedy merely to present the 
matter here or do you have some concrete suggestions like plant expan- 
sion, Government production of steel, changing of the tariff rates, 
or what ? 

Mr. Kryseruine. I hope that I may answer your question, but gen- 
erally speaking I draw a distinction between the function of making 
an economic analysis of needs and the legislative or policy function 
of deciding how you are going to do it, 

For example, when you get to policy you always have competing 
considerations. Suppose, just hypothetically, and I am not recom- 
mending it, that the Congress were considering—I want to make it 
absolutely clear that I am not recommending this, for this is merely 
an illustration of my point—whether it were necessary to build a steel 
plant. I am not recommending it, this is to illustrate a point. 

Senator Gore. We understand that. 

Mr. Krysertinc. Now, in deciding upon that, you might have on 
the one side the consideration of how desperately the Nation needed 
more steel and on the other side the long-range implications, for the 
kind of economy that we are trying to preserve, of having the Gov- 
ernment go into the steel business in peacetime. 

The reconciliation of those two competing considerations involves 
suitable policy matters that the legislative body should consider and 
that an economist cannot provide much of an answer to. It is a little 
difficult for me to get from the area of analysis to the area of rec- 
ommendation. I have tried to give you the picture of how serious 
the problem is, which is always the first step toward a solution. 

Senator Martin. Mr. Chairman, before Mr. Keyserling starts in 
on some of these conclusions which we are very much interested in, 
has it not always been the situation in our economy that when the 
price of a certain commodity becomes too high then there is a com- 
peting commodity that comes along and takes its place and which 
rectifies a serious situation if one exists ¢ 

Mr. Keysertine. That is true in the long run for many commodi- 
ties. If such adjustments always took place rapidly enough, we would 
rarely have any serious economic problems and we would certainly 
never have any depressions. That was the theory of the classical 
economists, that since prices would always adjust themselves to the 
markets and since efficiency would always prevail, the system would 
operate automatically to keep itself in balance and theoretically 
you could never have a depression. 
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Now, the trouble with that is that whatever the reasons may be— 
and this is a big subject—those adjustments do not take place rapidly 
enough. At least in terms of our modern economic concepts and the 
pressures under which we live in the modern world, the time. that 
it takes for these adjustments involves economic risks and costs that 
we are unwilling to pay and therefore we try to correct some of the 
problems through policy. 

Sometimes the policies help and sometimes they do not. TIT am opti- 
mistic enough to believe that in the main and in the long run the 
things we have done over the past generation to improve our economy 
have improved it. They certainly have not all been perfect. 

Senator Gorr. Mr. Keyserling, would you not also add that in the 
case of something so basic as steel there are certain limits to which 
this economic, if you will, group can operate? There is a limit to 
the substitution of steel. 

Mr. Keysertine. Certainly. We we lived in an economy which 
operated only under the actual so-called free price system, if prices 
were merely the automatic response to the relationship between supply 
and demand, these adjustments might take place. Theoretically at 
least, although there has never been that kind of economy in practice, 
all these things would balance out. But we operate in an economy 
where a large part. of the price structure is not flexible in exactly 
that way. 

Let me use an illustration. I was taught in economics at college if 
you had a hundred apples and a hundred people who wanted to buy 
them, you would have one price. If you had a hundred apples and 
there were only 98 people who wanted to buy them the price would 
go down. Well, of course, that is not necessarily true. If you have 
100 apples and 98 people want to buy them and ‘nobody else has any 
apples, then you can maintain the price at what you want to if only 
98 people want to buy them because they will pay your price. 

Senator Gorr. You could put three under the counter? 

Mr. Keryserriine. Exactly, and you could still maintain the price if 
people want the apples and nobody else is selling them. 

Senator Casr. Mr. Keyserling, you were just about on the verge 
of giving us some answers, I hope you won't get away from those 
before noon. 

Mr. Keyserrinc. I have tried to analyze the economic situation 
and leave to the Congress what they want to do. 

Senator Gore. Which, may I interject, was the purpose of the invi- 
tation. Of course, I know you are perfectly willing to respond and 
I am happy to have you respond, but you were invited to give the 
committee information. 

Mr. Kryserrtinc. First and foremost [ think the most important 
thing that can be done from the point of view of public policy T have 
already mentioned; I have called attention to the problem. It is a 
very very—— 

Senator Case. I don’t like to have you disturb us without giving us 
some hope about what can be done about it. 

Mr. Kerysertine. Well, may I say semifacetiously, if this com- 
mittee writes a report in accord with my findings I think that would 
be a very useful contribution; it would focus attention upon. the 
problem and bring some pressure to bear—I say that somewhat jocu- 
larly, but it is merely illustrative of what could be done. When this 
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committee writes a report finding whatever the committee will find, 
it is very important that the findings be made public. The st ‘night- 
forward presentation of the issues he ‘Ips in itself. I don’t agree that 
these sessions just represent somebody engaged in talking or that 
they don’t mean anything. I think they mean a lot. I think we are 
going to preserve the combination of free enterprise and responsible 
government that we have, and hearings such as these are very im- 
ports ant aspects of it. Over the years I have watched and noted that 
industrial leaders and others have done much better jobs than we 
used to partly because they have learned and partly because the 
public has taken an interest in what they are doing and even partly 
because public servants are taking an interest in what they are doing. 
That is why I think this is the first and foremost important step to 
be taken at this time. 

Second, I think that we have to take a real look at the whole prob- 
lem of tax policy as it relates to the steel industry and other indus- 
tries. Let me illustrate what I mean. The Government recently 
had before it, through the office that was headed by Mr. Fleming, 
certain requests by the steel industry having to do with tax amor- 
tization relating to expansion. That was dismissed. It is very inter- 
esting to note that Business Week in an issue about 3 or 4 weeks ago 
took the position in the back editorial page that the Government. was 
dismissing that matter too airily and that the question of steel expan- 
sion was a very real and serious one. This particularly interested me 
hecause at previous times when I had brought up the matter of steel 
expansion some of these same magazines not only challenged the de- 
tails but also said, “If anybody in public life’—and I then was in 
public life—“even talked about this matter,” the necessary implica- 
tion was that the Government was going to have to go into the steel 
business, and therefore, nobody in the Government should even talk 
about the matter or give any attention to it. I am gl: ad to see that 
they have come around to the point of view that steel is so important 
to the economy that the Government has to be interested in it. 

Rephrasing, my second point is that I think more attention should 
be given to various ways of facilitating steel expansion, although I 
am not advocating rapid tax amortization at this moment because 
I haven’t studied the problem from that viewpoint. 

I would say during the Korean war—— 

Senator Gore. May I ask a question right there. You say this ap- 
plication was dismissed. Was there any finding that additional ca- 
pacity was not needed ? 

Mr. Krysertine. On this I know only what I have read in reliable 
papers; I don’t know the details. 

All I know is the matter was before the Government and the Gov- 
ernment at this time decided, to put it in a nutshell, not to do any- 
thing. Whether that involved 

Senator Case. You mean to do nothing on the tax amortization or 
the extent 

Mr. Krysrertinc. Maybe some of you are better informed than I 
am on this problem. They at least decided to do nothing on tax 
amortization. Whether they further decided that the problem of a 
more rapid expansion of the steel industry was not now or is not now 
an acute one, I do not know. I should think the committee would 
want to find that out from the appropriate sources. 
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Senator Gore. That is one question that I wished to submit to Mr. 
Saulnier. 

Mr. Keyseruine. I don’t know what the whole basis of the decision 
was. I think they at least decided not to go on with the tax amortiza- 
tion. What else they decided or what were the underlying findings 
under that decision, I don’t know. Whether they decided not to go 
ahead because they didn’t like that policy, or they thought there was 
no problem, I can’t answer. 

Now, on this tax amortization—— 

Senator Marttn. Off the record. 

(Discussion off the record.) 

Senator Gorg. On the record. 

Mr. Keryserurne. I am trying to identify these areas, Senator Case. 
1 am not at the moment neither advocating nor proposing the use of 
tax amortization. I haven’t 

Senator Neupercer. May I ask just one question on that? Hasn't 
this tax amortization policy, Mr. Keyserling, which was originally 
adopted as I understand it under the guise or for the purpose of 
assisting industries directly related to the Korean war effort, hasn’t 
that policy been used in later years by stretching the excuse ex- 
tremely thin and giving an accelerated tax amortization to all kinds 
of industrial efforts which are related only extremely remotely and 
distantly to any kind of war or defense effort. 

Mr. Keysertina. That is correct, Senator Neuberger. Just to in- 
dicate, Senator Case, my general approach to this on the side of policy, 
during the Korean war I ‘favored the tax amortization program as ap- 
plied to the steel industry. Some of my friends thought that was 
a strange thing for me to do. They thought that it was reactionary, 
to use a simple word. I said that under the circumstances then pre- 
vailing it was very important to get a rapid expansion of the industry, 
because I believed that the expansion of the industrial base was very 
important to the kind of struggle that we were in, and I also believed 
as of then that from the viewpoint of the Government’s interests at that 
time and as then applied—I am not talkng about now—that it was 
much better to use this device for having the steel industry expand than 
to have the Government expand plants as it did during World War 
II. That was my considered judgment, maybe I was wrong. I 
thought it would cost the Government less in the long run than sell- 
ing off the plants after the war for a song. I thought it should be 
done quickly under the particular circumstances. In short, I thought 
it was better. 

Therefore, I favored the rapid tax amortization at that time for 
the steel industry, and got a lot of criticism for favoring it, just as 
I would have gotten a lot of criticism if I had opposed it, but that 
doesn’t worry me either way. 

I favored this policy strongly and it was adopted. Of course, I 
did not favor, as I have said to Senator Neuberger, the progressive 
expansion of this device as a tax loophole to an ever widening circle 
of situations on a kind of lose and easy basis. Ultimately there was 
a check on that. Conceivably the policy now has veered—conceiv- 
ably, I am not in a position to say—too far in the other direction in 
response to some of the abuses which occur. 

You always get that swinging over the line one way or the other 
and you get a gradual corrective process. I think this was a device 
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used at that time. I would certainly favor it over the Government 
building of plants, doubly so in relative peacetime. Therefore, I 
think it is something which should be given consideration. I think 
it is a possible second step, being somewhat more drastic than the 
first step, which, as I have mentioned, is a public airing of this 
problem in the proper way. 

It is something that should be considered. It is something that I 
think worked fairly well if one measures it against the way we tried 
to expand facilities in World War II, although I am quick to admit 
that every situation is different and World War IT is different from 
the Korean war. I think it worked moderately well; I was for it; 
I am glad it was done; I think it got good results. 

It may have been a little bit too liberal, arguing about 90 percent 
or 86 percent or 92 percent; I said, “for goodness’ sake, that is a 
relatively secondary question, relatively secondary.” I said the im- 
portant question was the real economic wealth and strength of the 
country. We needed the expansion, we needed it fast, and I was 
not going to quibble over the difference between 89 percent and 91 
percent, when that gets in the way of seeing the main problem. 

The third approach gets to the whole matter of other aspects of 
national economic policy which have a bearing upon industrial 
psychology, but which do not directly involve dealing with the in- 
dustry. I have for a long time believed that one of the reasons why 
the steel industry has not expanded as I believe it should is a reason 
for which I have a certain amount of sympathy. No industry in the 
United States can yet be reasonably ooinienit that the Congress and 
the country are really committed to the basic underlying objectives 
of the Employment Act of 1956. 

When shes see what our Nation has allowed to happen to agri- 
culture and the 22 million people in the farm population, who in- 
cidentally buy industrial products, they wonder whether we are 
really committeed to an economic policy of high and stable employ- 
ment for all parts of the economy. 

When they see us let school construction in our time—and I am not 
talking only about the Federal Government—fall to a level so far 
below the Nation’s needs, with a lot of talk about it and very little 
action, they wonder whether we are genuinely committed to the kind 
of policy that means meeting the Nation’s needs. 

I think these matters are very important to the business psychology 
of industrial leaders. You know that these leaders very frequently 
talk differently than they think. I read the business magazines and 
on the green page I may see that they are saying things are going to 
be terrible unless Government spending is to be cut in half, but on 
the blue page they say business is going to be good in the next year 
because orleniniet spending is going up. There is a bit of schizo- 
phrenia there. 

IT think realistically one of the broader approaches, getting beyond 
the specific, to industrial expansion lies in other areas of industrial 
policy. The following example may seem remote, but it isn’t remote 
and it illustrates why I like to set these problems in the framework of 
the overall perspective. 

If businessmen knew that we, as a nation, were in the next 4 years 
going to take care of our 4 million people who are now over 65 years 
of age, they would evaluate this favorably in their market considera- 
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tions. The extent of the problem with our elder citizens is obvious 
when we realize that half of them have annual incomes below a thou- 
sand dollars a year and two-thirds of them below two thousand. 
Many of them receive only social-security protection at an average of 
about $750 a year, and this is not adjusted for rising prices and not 
adjusted for the real growth in the wealth of the economy and in the 
standard of living of people generally. 

Actually, I think if they saw we were moving on this front and 
some of the others, we would get an entirely new psychology with 
respect to the safety with which the steel industry can project its 
growth on a normal growth pattern without allowing for what they 
believe will be serious dips. 

This gets back to the question of my figures and here is how it re- 
lates to it. All these things are not articulated in the things that peo- 
ple say in making their basic economic decisions, such as decisions to 
expand capacity. I don’t think that the basic reason why an industry 
may be planning expansion at a lower rate than my projection has 
much to do with whether they agree or disagree with any of the fig- 
ures—whether on the ratio between steel output per $1 million of 
gross national product, the gross national product projection, or some- 
thingelse. I think the real major premise which is seldom revealed but 
is always there is that they want a hedge against economic downturn. 

That I consider a very basic problem of economic policy. 

Senator Gore. At that point, Mr. Keyserling, would you return to 
the chart on prices ? 

Mr. Keryseruine. This is one of the charts on prices. 

Senator Gore. The price of steel. 

Mr. Keyseriine. This is it [reference to chart B]. This compares 
the price of finished steel and the price of industrial products. 

Senator Gore. Excuse me, that is what I wanted to ask the question 
about. 

Now, you have assumed that the price of steel has gone up for the 
reason that demand is pressing against supply. If you assume that 
is the situation now and that has brought about an increase in prices 
of steel double that of other industrial prices or all industrial prices, 
including steel, steel being up 12 percent, other prices being up 6 
percent. 

Mr. Keyserzinc. Since 1955. 

Senator Gore. If you project that into the future, with the in- 
creased demand which you project and the small increase in produc- 
tion which is planned, what in your opinion will be the future effect 
on prices of steel ? 

Mr. Keyserirnc. In the immediate future I would expect the steel 
prices to rise faster than the average industrial prices, until one got 
to the point where inflation fuses into deflation and where the pres- 
sure of distorted price rises upon the general economy creates an 
accumulative harmful effect. However, it is interesting to note with 
respect to steel and industrial prices, and again I am not saying this 
critically, that in the recession of 1949 [indicating] you see the indus- 
trial price line moving downward; that was the typical kind of reac- 
tion to which you referred—less demand, lower prices—but steel prices 
did not move downward, Again, after 1951, the industrial price line 
moved downward, but the steel price line did not. 
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[am making the general point that steel prices are even more in- 
flexible on the downside than other industrial prices, which partly 
relates to the question you raised, Steel prices are very firm and very 
aggressive and my answer would be—— 

Senator Gore. And their change has been constantly upward since 
1939 ? 

Mr. Keyseruinc. There may be some downward deviations too small 
to be. shown on this line, but it is certainly a correct general state- 
ment. 

Therefore, I would say that with the tight supplies that seem m 
prospect over the next couple of years or so, I would expect this price 
trend to continue. Certainly, if you look at 1956, it has continued. 
As I said before, the fourth quarter of 1956 was 12 percent higher 
than 1955 asa whole, as against 6 percent for industri al prices gen- 
erally. If you look at it within 1956 alone it is perfectly apparent 
from the lines that your upswing here has been much greater in steel 
than in industrials as a whole [indicating]. I cannot see any valid 
reason for expecting a reversal of the relative trends in the next year 
or two. I would expect it to continue. 

Senator Gore. Which would cause highways to cost more, throw 
estimates on which the program has been based askew, lengthen the 
delivery dates. Will you now address yourself, if you have e any in- 
formation.on it, to the provisions in supply contracts providing 
escalation of price ? 

Mr. Kerysertine. May I first, if you will pardon me, finish 

Senator Gorr. Oh, I thought you had finished that. I beg your 
pardon. 

Mr. Keysertine. I want to give full attention—— 

Senator Gore. I thought you had finished. 

Mr. Krysertrne. My point one is that from the viewpoint of eco- 
nomic analysis there is now a shortage that threatens to become more 
acute, that the increased demand for steel in my opinion will increase 
faster than the increased supply under present plans; that, therefore, 
is the real problem affecting the whole economy. As to program, first, 
I believe strongly in the importance and utility of a public study of 
this kind, followed by whatever the findings of the committee may be. 
That. is point linmy program. I do not think it is futile. 

Point 2, is that more attention should be given to what the executive 
branch of the Government, which is attempting to deal with this prob- 
lem, has come up with. i think that tax amortization is one device 
that had considerable utility in the past and I supported it.. I am not 
prepared to say it is desirable now. I am prepared to say we should 
try to learn more about what the current situation on it is, or whether 
there are alternative means within the same philosophical tone as dis- 
tinguished from Government building plans, whereby the Government 
might in other ways facilitate expansion without getting into more 
drastic things. Maybe other areas of the tax struc ture might apply. 

Senator KucHEL. By providing an additional incentive to industry 4 

Mr. Keyseriinc. Possibly, although I am not prepared to say aflirm- 
atively that they need it. 

That is the second area. I think it should be looked into more. I 
am not in the possession of the information that the Government has 
as to why they arrived at their recent decision on this matter. 
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Another point I wish to make, and T wish to make it perfectly clear, 
is that I would not think about or talk about the Government supple- 
menting the steel industry with the Government construction of steel 

lants. I make that point partly for the reason that in 1950-51 when 
F started talking about this I read stories in the papers that I was for 
the Government construction of steel plants, which I never at any time 
recommended. I certainly do not recommend even talking about it 
now except in a negative sense, because I do not think we should swing 
that far from the general concepts that I believe we must have in these 
kinds of times. 

Let us now consider the question of regulation of prices. I am basi- 
cally, and for many reasons, opposed to price controls in so-called 
peacetime for reasons so obvious that I do not think I even need to 
expand them in detail. You start and where do you stop? On the 
other hand, you have a thorny question of what is peacetime and what 
is normal peacetime and what is wartime, and what do you do in the 
twilight zone between ? 

I think this is a typical situation where, while I would not recom- 
mend or favor it at this time, you have the kind of question of policy 
that seems to be legislative or national in scope rather than economic. 

If I were in Congress at the moment I would not vote for it. On 
the other hand, I think that is a legislative and policy matter that 
goes somewhat beyond economic considerations, though there are eco- 
nomic judgments to be made on both sides. There are also non- 
economic considerations. 

That is the outline of broad possible ranges of approach. First, 
publicity and investigation; second, tax or other incentives; and 
third, the range of various types of regulations; and fourth, the ques- 
tion of construction and I think I have given my views as frankly as 
I can on the four of them. 

Now, most other approaches would be subheadings or variations of 
one type or another under these—— 

Senator Case (interposing). Is there any prospect that there will 
be a surplus of steel from other countries where it might be imported 
without greatly advancing the price? 

Mr. Keyseriine. I do not think so. But I am worried about what 
some of the other countries are doing to enlarge their production of 
steel and what they intend to do with it. I am also very much con- 
cerned about their rates of economic growth relative to ours which 
again bears upon this whole steel question because my basic thesis—— 

Senator Gore (interposing). Do you have a chart on that? 
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Mr. Keysertine. Yes, I do. Unfortunately, the chart that I have 
is limited to the Soviet Union, but I have some things to say that 
apply to other countries as well. 

The thing that worries me most is this. I am not one for tamper- 
ing lightly with the processes of the economy and I think if we were 
living in a different kind of age or a different kind of time we could 
say what’s the difference if there is a shortage; it will be cured; if 
it isn’t cured, we won’t do quite so well. But we are living 
in a diffrent kind of world now. If this shortage and the shortage 
along with other things takes effect, it does m: itter if we grow at 2, 
31%, or 4 percent a year. Why it matters is this: The Russian econ- 
omy now, according to the best figures—these are not my figures; 
they are based upon available studies—is growing in real terms at 
8 to 10 percent a year. Since theirs is a muc ch less developed economy 
than ours, it probably can grow faster than we can because they are 
starting from a lower base—that is obvious. On the other hand, the 
differential between the rate at which they are growing and we are 
growing does not represent what I regard as re: asonable utilization 
of our own potentials under the existing world situation, which is 
another way of saying that they are growing too much faster. 

When you apply it to specific items, it shows that from 1948 to 1955 
their total output rose from 25 percent to 41 percent. In the 5 years 
from 1950 to 1955 steel rose 31 percent to 42 percent. These points 
[indicating] are the estimated catching-up times. 

Senator Case. Going back to your first on total output. Of course, 
1948 was a low for the Soviet Union; it was a low for England, it was 
a low for Germany and France, because at that time we were looking 
at their total output and trying to determine what we could do to 
get it back to normal. 

Now, what was their prewar; could you tell offhand ¢ 

Mr. Kryserrtnc. No; I could not tell offhand. 

Senator Case. Again, a 25 percent stepup in 1948 for the increase 
from 21 to 41 percent the countries in Europe that we were trying to 
help with the Marshall plan probably increased more than that. 

Mr. Keryseruine. Well, this gives an allowance for that, Senator, 
because this is a period of 7 years—1948 to 1955—this is 16 percent. 

Senator Casr. But West Germany went up more than that in that 
same period of time. 

Mr. Krysertinc. Here you have in a 7-year period a 16-percent gain, 
roughly speaking. At that rate, with another 60 percent to go, it 
would take less than 4 times 7 years, or less than 28 years. This esti- 
mates 30 to 45 years. So it does not estimate a cate ne -up process 
as fast as it occurred during these particular years. I did not myself 
make these estimates, but I assume that the people who did- 

Senator Kccner, (interposing). What is the source of those esti- 
mates, Mr. Keyserling / 

Mr. Krysertrne. I will have to check: I do not earry them in. my 
head. Some of that work was done by some of the congressional 
committees; one of them recently put out an important study, some by 
Government agencies, some by research organizations. This is not 
my original research. I could give the committee, of course, a listing 
of the 5 or 6 basic studies that have dealt with this problem and—— 

Senator Gore (interposing). Will you do so? 
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Mr. KeysrruinG. 1 would be glad to do so. For example, the Joint 
Keonomic Committee has a study entitled “Trends In Economic 
Growth.” There are also the U. N. Economic Survey of Europe, 
i955, and Bergson’s Soviet Economic Growth. I do not want to pro- 
long this hearing, but I think we have to keep in mind we were at 
a high economy and certainly the Soviet was at a low. 

Senator Case (interposing). I do not want to prolong this hearing 
but I think we have to keep in mind we were at a high economy and 
certainly the Soviet was at a low. 

Mr. Krysertinc. Yes; after all, nobody can be sure of an estimate 
of what the Soviet Union is going to do in 20 or 25 years; these are 
composite attempts to outline the nature of the problem. We can say 
that for the most part they have usually done more than anticipated 
because they are very ruthless about it. 

Well, anyhow, on this basis you have a catching up in 20 to 25 years 
in industrial output and in steel and petroleum, and within a genera- 
tion with respect to most of the other aspects. 

Now, even more serious than that, and more immediate is that you 
do not have to wait for that catching up to see the size of the problem, 
because they are currently diverting a very much larger part of their 
resources into industrial components and into aggressive military 
potential and into economic blandishment and buying of other 
countries. 

This brings us to the question of steel. So far as the Soviet Union 
. concerned, of course, in one sense it is not relatively a question be- 

‘ause we do not have trade relations with them. So far as they are 
sania they are going to use, I think, a good part of the steel to 
try to get it as part of a political attrition process into some of the 
underdeveloped countries. I think they are doing some of that now. 
That is why I think some of their steel may be going there. 

As to the western countries, the one that is evidenci ing a spectacular 

rate of economic growth is West Germany. The rate of economic 
growth in West Germany is tremendously fast. West Germany, as 
we all know, is a steel-producing area. I think, in view of the very 
severe repression of their living standards which they deliberately 
have undertaken as part of a conscious national policy to rebuild 
their industrial equipment, that a lot of the improved industrial 
capacity will flow into the catching up of the living standard of what 
the Germans have been accustomed to and that they are not going 
to move into many markets very quickly. 

As to the other European countries, they are not for the most part 
doing too much on a wide scale; in fact, they are in a real tough situa- 
tion. As to the development of steel in ibe, underdeveloped area 
that is going to take a long, long time. So, I do not think you will 
have any very large factors entering into this within 4 years. 

Senator Gorn. Mr. Keyserling, it is 12:15. Senator Kuchel has a 
luncheon engagement and I have a luncheon and a speaking engage- 
ment on this subjec t. 

The committee thanks you and invites you to supplement or com- 
plete your statement in the record and the committee will undertake 
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the expense of reducing your charts to printed material. The com- 
mittee does not think you should undertake that expense. The com- 
mittee is very grateful for the patience, time, and study and the 
personal expense to which you have gone in presenting this material, 
and if, after reflection on your testimony, members of the committee 
desire to interrogate you further I will give you a call. 

The committee stands adjourned until 10 o’clock tomorrow. 


(Whereupon, at 12:15 p. m., the subcommittee was adjourned to 
reconvene Friday, January 25, 1956, at 10 a. m.) 


PROGRESS AND STATUS OF THE NATIONAL HIGHWAY 
PROGRAM 


FRIDAY, JANUARY 25, 1957 


Unrrep States Senate, 
ComMITTEE ON Pusiic Works, 
SuBcoMMITTEE ON Pusric Roaps, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 10:10 a. m., 
in Room 412, Senate Office Building, the Honorable Albert Gore, 
Chairman of the Subcommittee, presiding. 

Present: Senators Gore (presiding), McNamara, and Martin. 

Senator Gorr. The committee will come to order. 

The subcommittee is undertaking to review and study the possible 
threat to the highway program, and consequently to the economy, 
which may be brought about by a steel shortage, increased prices of 
steel, and delay in deliveries. The committee feels fortunate to have 
present today some of the men who are most eminent in this great 
basic American industry. 

The first gentleman to appear will be Mr. Clifford F. Hood, presi- 
dent, United States Steel Corp. 

Mr. Hood, the committee is very pleased to have you and invites you 
to take your seat at the end of the table. I am sure you know Senator 
Martin and Senator McNamara, Mr. Hood. 

Mr. Hoop. How are you sir. 

Senator Gore. The committee will be pleased to have your views 
on this subject with which the committee is not too familiar but with 
which we know you are thoroughly familiar. 


STATEMENT OF CLIFFORD F. HOOD, PRESIDENT, UNITED STATES 
STEEL CORP., ACCOMPANIED BY RICHARD F. SENTNER, EXECU- 
TIVE VICE PRESIDENT—COMMERCIAL, AND JOHN S. TENNANT, 
GENERAL COUNSEL 


Mr. Hoop. Well, Senator Gore and members of the committee, I am 
very happy to appear before you this morning. 

My name is Clifford F. Hood. I am president of United States 
Steel Corp: and I have here with me Mr. Richard F. Sentner, our 
executive vice president, commercial, and Mr. John S. Tennant, our 
general counsel. 


You have called us here today to discuss the availability and the 
price of steel in relation to the new highway program which was 
authorized by Congress less than 7 months ago; and you have expressed 
the fear that a possible shortage of steel may seriously delay the 
orderly completion of that program. 
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Let me say at the outset, therefore, that—barring some unforeseen 
cireumstance—I know of no problem in this area that cannot be sur- 
mounted by intelligent planning of the work and by the timely place- 
ment and scheduling of steel orders. 

Many types of steel are used in highway construction; but the four 
most important items are struct ural shapes, plates, wire mesh and 
concrete reinforcing bars. United States Steel Co. makes all of these 
items in large quantities. 

With the increased capacity provided in recent years, wire mesh and 
reinforcing bars are in plentiful supply, and thus present no problem. 
Structural shapes and plates, however, are in much tighter supply ; 
and it is these two items especially, therefore, that I should like to 
discuss with you today. 

Now, as recently as 1954, and Senator, sometimes our memories are 
short, demands for these heavy steel products fell substantially short 
ef our capacity to produce them. In other words, our customers did 
not want as much of this tonnage as we could produce; and industry 
shipments declined to 1014 million tons, compared with then existing 
capacity of 14 million tons. 

But early in 1955, United States Steel’s market surveys—which 
constitute a basis for all, of our forward planning—began to foretell 
a sharp rise in the overall demand for steel. They also indicated an 
especially heavy concentration of demand in the field of structurals 
and plates. 

As you know, these products are required primarily in the construc- 
tion industry—for schools, hospitals, churches, factories and other 
buildings of all kinds; in the transportation field—for freight cars, 
pipelines and shipbuilding; and in public works for highways, 
ridges, and similar projects. In this connection, I might add that 
they are also a basic necessity in the expansion of steel-making 
facilities. 

So, forewarned of an upsurge in steel requirements in all of these 
markets, United States Steel moved quickly to anticipate this need; 
and long before the highway bill was approved by Congress—long 
before the Suez crisis created the unforeseeable present demand for 
new tankers and pipelines—we embarked on a program of expansion 
designed to add 1,300,000 tons of new capacity for the production of 
structur al shapes and plates. Some of that new capacity is already 
in operation ; and we expect that all of it will be completed by the end 
of next year. According to announcements made by other steel pro- 
ducers, they will have : added ¢ apacity of 1.5 million tons by that time, 
which is a total capacity of 2,800,000 tons. 

Unfortunately, however, the benefit to be anticipated from this pro- 
gram of expansion is being delayed as a result of the 34-day nation- 
wide steel strike which occurred last summer. Allowing for the time 
required to shut down our furnaces and to start them up again after 
the strike was over, our plants were out of production for about one- 
eighth of the entire year, and our total steel-making capacity for that 
year was reduced correspondingly. 

The net effect of all this was not only to curtail substantially the 
availability of steel in 1956, but also to add to the backlog of pent-up 
demand which now falls as a double burden upon our facilities. Yet, 
despite the strike, the tonnage of steel actually fabricated and erected 
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by the structural fabricating industry in 1956 reached an all-time high 
and in 1957 should move even higher. 

Today, our forecasts indicate that production of plates and struc- 
turs als—industry wide—w ill amount to more than 15 million tons in 
the current year—an increase of nearly 50 percent over the demand 
that existed in this field only a little more than 2 years ago. 

Only a small part of this increased tonnage, of course, will be re- 
quired in connection with the new highway program. In his testi- 
mony before this committee, Gen. Louis W. Prentiss, executive vice 
president of the American Road Builders Association, has told you 
that the total steel requirements for highways, this vear, will be 2.5 
million tons—or only 200,000 tons larger than those of last year which 
were fully met by the industry. And in view of the rapid expansion 
which is occurring throughout the industry, it is evident that this rise 
in highway requirements should not, in itself, create any great 
problem. 

It is true, however, that pressure has been built up by the backlogs 
to which I have already referred: and this, 1 think, indicates the 
desirability of forward planning in the highway construction pro- 
vram so that jobs may be taken and se ‘heduled in order of their need. 
And this is just the sort of planning that is going on, as was made 
cledr by the testimony which you have heard from the Federal High- 
way Administrator, the Honorable John A. Volpe. 

Pointing out that many States are placing their orders for steel 
while their project plans are still in the process of completion, he 
said: 

Even if the delivery should be 18 months, the construction operation itself on 
the project probably wouldn’t start for 6 months to 10 months after that, during 
the period in which the plans are being completed and right-of-way acquired, so 
that by the time the contractor gets to the point where he needs the steel it will 
be available. 

Indeed, a basic premise of the highway program from the start is 
that it be carried out in a planned fashion, year by year, and not that 
it be pushed through in haste, all at once. With such forward plan- 
ning, there is no foreseeable reason why the highway program cannot 
move on schedule to its conclusion. 

But I also note from the record, that you, Mr. Chairman, have 
expressed the fear that the rising price of steel may, in itself, consti- 
tute some kind of a threat to the success of the highway program ; 
and I should like, if I may, to offer a little perspec tive on that point. 

It is true, of course, that the cost of making steel has risen per- 
sistently in recent years; and as a result the price of steel has also 
risen. Mr. Volpe has testified, I believe, that the price of the partic- 
ular types of steel which go into the highway program, had gone up 
about 10 percent in the past 18 months. As matters stand today our 
own figures indicate an increase of about 12 percent in the mill price 
of these products. 

3ut he also testified that steel is a minor factor in the overall cost 
of a highway. In fact, he said that only about 5 percent of the total 
highway dollar would be utilized for steel and this is confirmed by 
our calculations. 

Thus you will realize, of course, that a 12-percent rise in the price 
of steel means an increase of only a little more than one-half of 
1 percent in the total cost of constructing a highway. 
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In the light of these facts, therefore, it would seem clear, I think, 
that the increase which has occurred in the price of steel has not 
constituted any threat to the success of the highway program. 

In saying this, however, let me emphasize that I am not seeking 
to minimize, in any way, the dangers of continuing inflation. I am 
merely saying that if nationwide inflation persists throughout the 
life of this program, the inflated cost of the other elements which go 
into highway construction will pose 19 times as much of a threat as 
would a commensurate rise in the price of steel. 

So to sum it all up, Mr. Chairman, I should like to repeat what I 
said in the beginning: That barring some unforeseen circumstance, 
I know of nothing in the steel picture that should impede the orderly 
progress of the highway program, provided that there is proper co- 
ordination of planning by the States, the contractors, the fabricators, 
and the steel producers. 

There may, indeed, be stresses and strains as there are today; and 
it would be something of a miracle if there were not—in view of the 
recent boom in construction, in the freight-car program, in ship- 
building and tankers, and in pipelines. But United States Steel is 
accustomed to challenges of this kind. And so is the steel industry 
as a whole. 

Our greatest challenge, perhaps, came in World War II when it 
seemed almost impossible for the steel companies to meet all the 
military and allied demands that were made upon them. Yet some 
of you may recall, possibly, that from the time we entered that. war 
until its end, the plants of United States Steel alone produced more 
tonnage than all of the steel plants in all of the Axis nations put to- 
gether; and it is a matter of record that during the entire war no 
American military project was ever impaired by a shortage of steel. 

Later, despite the alarms that were sounded of a steel shortage 
when the Korean conflict began, the steel industry proved its ability 
to meet the full military demands without seriously disrupting the 
civilian economy. 

Despite these achievements, the authorization of the St. Lawrence 
seaway recently brought forth doubts and apprehensions very similar 
to those which have been expressed in this committee. Yet, now, 
once again, it is a matter of record that the steel industry has fully 
met this demand. 

Now, it is no accident, Mr. Chairman, that challenges of this kind 
and magnitude have been met with consistent success. It is due to 
the fact that ever since the beginning of World War II, the steel 
companies of America have been engaged unceasingly upon a vast 
program of modernization and expansion. 

Through that program, they have added 51 million tons—or 60 per- 
cent—to the prewar steelmaking capacity of the industry; and of this 
increase, about 12 million tons have been provided by United States 
Steel. 

By way of comparison, it may interest you to note that the total 
reported steelmaking capacity of Russia—which is the world’s second 
largest producer of steel—is 54 million tons. That means that the 
American steel industry has added almost as much capacity since the 
start.of World War II as the entire Soviet nation has built in its entire 
history. 
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Today, our national capacity stands at more than 133 million tons; 
and it is currently expanding at a rate of 5 million tons per year. 
Moreover, I should point out, perhaps, that the 3-year, no-strike agree- 
ment which was negotiated with the steelworkers last summer, should 
have the effect of assuring that the full ingot capacity of the industry 
will be available for the next 21% years. 

Now in all of these figures that I have just given you, I have been 
speaking, of course, in terms of ingot capacity—the capacity to pro- 
duce raw steel. Some of the witnesses who appeared before this 
committee did not seem to understand apparently that the total finish- 
ing capacity of the industry—the capacity to transform raw steel 
into all of the various forms of finished products that are needed— 
is always in excess of ingot capacity. It has to be, in order to provide 
flexibility and to meet promptly the changing cyclical and seasonal 
demands of the Nation for different steel products. 

Thus while the finishing capacity in any particular product line 
may be fully utilized at certain times and for short periods, it would 
be unusual indeed if it were to operate at 100 percent over a sustained 
period. 

And now, in conclusion, Mr. Chairman, let me simply say that 
United States Steel is deeply interested in this new highway pro- 
gram—not only because of its importance to the development of the 
country, but hopefully as a solution to the longstanding problem of 
inadequate roads. 

Beyond that, of course, we are in the steel business, and while only 
about 3 or 4 percent of our total output goes into highways, we natu- 
rally welcome a growth in this market for our products. 

This highway program has been planned to extend over a 13-year 
period, and we at United States Steel are gearing our planning ac- 
cordingly, so that we may participate fully in the success of this 
great undertaking. For it is our hope and our purpose that when 
the highways of the future have been built, we shall be able to look 
back upon our part in that job with pride and satisfaction. 

Gentlemen, Mr. Sentner and I will be glad to answer any ques- 
tions within our knowledge. Mr. Sentner, as I explained, is our 
executive vice president in charge of commercial matters and I would 
like the privilege of having him answer questions within his field of 
responsibility. 

Senator Gore. Thank you very much, Mr. Hood. 

I have found your statement interesting and challenging as I am 
sure other members of the committee have. 

I have a few questions and I have made some marginal notes as we 
have gone through your statement and I will take them in inverse 
order if I may. 

On page 6 you say you welcome the growth of this new market. 
If you were convinced, Mr. Hood, and if your company were con- 
vinced that there was a sufficient demand for steel for the products 
which you produce to justify an expansion over and above that which 
you have already planned, what would be the attitude of your com- 
pany ¢ 

Mr. Hoop. Senator Gore, we attempt to gear our forecasts of ex- 
panded steel capacity to a study of the markets. That is a constant 
job on the part of our market research group and, as our studies indi- 
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cate the need for more steel, we attempt to provide that steel in rela- 
tionship to those studies. 

Now, in the past we have found that to be quite effective and since 
1939 up to the present the steel industry has expanded from about 
81 million tons to 133 million tons of capacity and during that period 
of time there have been a great many periods when there has been 
capacity in excess - demand. We feel that the forecasted increase in 
capacity, which as I indicated was 5 million tons last year, and the 
forecasted capacity as of the beginning of the last year was 15 million 
tons over 3 years, should adequately take care of the market demands 
as we see them. 

Senator Gore. When you study the market do you - ulate the 
ready demand to take the product as it leaves the mill or do you 
undertake to run a little short of demand ? 

Mr. Hoop. Dick, would you like to comment on that ? 

Mr. Senrner. Yes; I would. 

In order for United States Steel to serve adequately the needs of the 
American economy it is vital that we appraise and evaluate continually 
future steel requirements. It takes time to build new facilities and, 
if we are to have the physical plant essential to meet the long-range 
needs of industry, we must have a valid estimate of what both normal 
and peak requirements will be. 

In recognition of this fact United States Steel devotes a great deal 
of time and effort to long-range forecasting. Our forecasts cover a 
range of years; for ex: ample, 1960 to 1965. And for that range we de- 
velop estimates as to probable steel markets. 

Since demand for steel may swing well above or below normal 
levels, we prepare detailed estimates of peak requirements in order 
to plan adequate capacity for years in which the economy operates 
at high levels. 

In] projecting requirements for steel we rely on two basic approaches. 
The first is an appraisal and forecast of the future American economy 
based on such indicators as gross national product, industria] produc- 
tion, population growth, household formation, and so forth. 

Historical patterns of steel’s relationships to these indicators are 
extended into this pattern of the future. 

The second approach involves the estimation of steel requirements 
from each of the consuming industries that are vital to steel. This 
method not only acts as a check or confirmation on the overall ap- 
proach, but it is also invaluable to us in permitting us to determine 
the requirements for individual steel products and for geographic 
needs. 

Does that answer you question, Senator ¢ 

Senator Gore. Well, it answers it in part. 

What are your forcasts of steel demand in 1960? 

Mr. Sentner. We do not try and pin point it to any one year; as 
I try to point out in here, we must deal—— 

Senator Gore. You mentioned the year 1960 and you mentioned the 

year 1965. 

Mr. Sentner. We mentioned the period 1960 to 1965 in which pe- 
riod there will be a demand and within that 5-year period there will be 
peaks, there will be normals, and there will be below normals. So 
we deal with the future picture as we see it in terms of, as I say, the 
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growth of the economy, the rate of growth, and the steel demand 
within that forcast of economy. 

To pinpoint it in any one year is sort of, we think, stargazing. 
We don't know whether the below normal is going to be in 1961 or 
whether it is going to be in 1963. We do think we can get a pretty 
good picture of a period up ahead, so our planning is directed in a 
little longer range than 1 year. 

Senator Gore. W ell, will you give us pour projection of steel de- 
mand in its general course from 1957 to 1965? 

Mr. Sentner. Well, perhaps it would better answer your question 
if I try to remember the result that we currently have of our study 
representing the 1960 to 1965 period. 

Senator Gore. You didn’t bring your studies with you? 

Mr. Senrner. I have the summary of the study: it is a very de- 
tailed study involving many books of individual market. But we 
forecast that the normal in that period will be about 127 million tons. 
We forecast that the peak requirement in that period will be about 
155 million tons. And our planning is geared to that sort of a picture. 

Senator Martin. Mr. Chairman, might ]--— 

Senator Gorge. Senator Martin. 

Senator Martin. And have you provided the capacity production 
for the peak? 

Mr. Sentner. Our planning is to provide in relationship to the 
peak; we must supply the market in the peak if we are going to do the 
kind of a job that we want to do in the normal. 

Senator Gorr. Are there plans of the steel industry to have the 
production capacity of 155 million tons by 1960? 

Mr. Senrner. I can’t answer for the industry. In U. S. Steel we 
are looking at our position in an economy that will require steel 
pacity to take care of a peak requirement of 155 million tons. We 
are certainly planning our part of it; yes, sir. 

Senator Gore. Would you pardon me. I just had a note from Mrs. 
Gore that our daughter was not Miss Vanderbilt but runner-up to 
Miss Vanderbilt. You can imagine how a father would be very inter- 
ested in things like that. It is not supposed to be important but it is. 

I fear I must apologize, I didn’t hear your last remark. 

Mr. Sentner. | think your question was, Was the industry plan- 
ning to have a capacity ot 155 million ingot tons in that period? 

Senator Gore. Yes; I do remember my question. 

Mr. Sentner. I want to be sure that I recall it right. 

I cannot answer for the industry. Our own plans for U.S. Steel 
are related to our capacity, our objective partic ipation in that market 
will require, as we see it, an industry capacity of 155 million tons. We 
are planning to do as much as we can. 

Senator Gore. If you are not acquainted with the plans and the 
planned capacity for the steel industry, how can you intelligently 
testify as to U. S. Steel’s relationship thereto? 

Mr. Sentner. Oh, I can. There would be no way that we would 
know of any other steel company’s expansion plans, I can assure you, 
any more than any other steel company has any knowledge of what our 
plans are. 

Senator Gore. Well then, how 

Mr. Sentner. We visualize an economy that will require a peak 
capacity of 155 million tons. We are planning our expansion to do 
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what appears to be the proper thing for us to do to make products 
that we can sell in a market that is big enough to take those products. 
We are not going to make all the steel in the United States; we 
know that. 

Senator Gore. Mr. Hood, you indicated in your statement that the 
particular scarcity, as far as highway requirements were concerned, 
was in structural shapes and plates. How many steel concerns in the 
United States produce substantial quantities of structural steel ? 

Mr. Hoop. I believe there are 4 or 5 that produce substantial quan- 
tities of structural steel and there are other companies that produce 
lesser quantities. 

Senator Gore. Could you name the concerns in the order of their 
production of structural shapes? 

Mr. Hoop. I don’t know whether I have those figures exactly in 
front of me. 

Senator Gore. I don’t ask for the figures, I mean the 

Mr. Hoop. Such companies as Unitec States Steel, Bethlehem, 
Inland, Kaiser, and I think National Steel, those are some of the 
companies that 

Senator Gore. I didn’t get the last one. 

Mr. Hoop. National, they do not produce heavy steel beams, but 
structural, 

Senator Gore. Do all those concerns produce wide beam structural 
shapes ? 

Mr. Hoop. In different degrees. There are different degrees of 
structural, some are much larger than others. All of them produce 
limited sizes. 

Senator Gore. Approximately what percentage of the large flange 
structural shapes would be produced by the 3 principal companies, the 
first 3 you named ¢ 

Mr. Hoop. I don’t have that figure in mind, probably between 60 or 
70 percent. That is a guess, Senator. 

Senator Gore. I had understood it was larger than that. 

Mr. Hoop. It may be. 

Senator Gorz. I know of no information on which I would rely 
greater than I would rely on the information you would have. 

Mr. Hoop. I haven’t those figures as far as the industry goes, I 
have our own capacities on those matters. 

Senator Gore. Would you know what the projected productive 
capacity of the steel industry of the country would be for 1960? 

r. Hoop. Well, I can only say this to you, sir, that the present 
capacity is 133 million of tons, the indications are in the next 2 years 
that it will be increased by approximately 5 million tons a year for 
1957 and 1958, beyond that I know of no definite programs except the 

rojections to which Mr. Sentner referred that in our estimation 

tween the period 1960 to 1965 it would require 155 million tons. A 
summation of the industry’s expansion program dating from the first 
of last year indicates a 15-million-ton expansion at the rate of 5 million 
tons a year. 

Senator Gore. Do you feel that present productive capacity is suffi- 
cient to supply demand ? 

Mr. Hoop. I certainly do— present and planned. Present and 

lanned productive capacity is sufficient, and I say that, Senator, 
cause I say our memories are short and in 1954, just 3 years ago, we 
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operated at a low rate of 63 percent of our capacity. For that year the 
industry operated at 71 percent and that is just 3 short years ago, and 
it can happen again. 

Senator Gore. Well, it happens that at that particular period the 
Nation was suffering a mild recession. I understood you to say a few 
moments ago, or your executive vice president to say, that you were 
undertaking to gear your productive capacity to peak requirements 
and not the normal requirements, is that correct ? 

Mr. SENTNER. Yes, sir. 

Senator Gore. If you consider that present productive capacity is 
sufficient to supply demand 

Mr. Hoop. Seen and planned. 

Senator Gore. Present and planned. 

Mr. Hoop. Yes. 

Senator Gore. Well, let’s leave out the planned for the moment. 

Mr. Hoop. All right. 

Senator Gorg. Is the present productive capacity sufficient to supply 
the demand for steel and steel products? 

Mr. Hoop. At the present time; yes. 

Senator Gorr. Well then, how do you explain (1) the gray market 
operations; (2) the constant inflation in price of steel; and (3) the 
delayed deliveries of structural steel running, according to testimony 
before this committee, to a 20-month period ? 

Mr. Hoop. Senator, at the mill level, at the producer’s level there 
is no gray market in steel. Now, I know of no gray market in steel. 
Dick, you have a larger relation on the commercial end than I do. 
Do you want to comment on that ? 

Mr. Sentner. We know of no so-called gray market in steel. 

Senator Gorge. Only yesterday two highway contractors from dif- 
ferent parts of the country told me of their personal experiences with 
gray-market structural steel, in which the price was roughly twice 
what the going market price is supposed to be. 

Now, if you haven’t heard of it, I have, and it may be that the 
committee will want to develop some facts along that line. 

Mr. Sentner. We had word of such comments by people who have 
testified. 

Senator Gorse. Then you have heard of it. 

Mr. Sentner. I have no knowledge of it. Certainly we ship a 
substantial portion of the structural steel that he referred to; we have 
more than a thousand steel fabricators that we ship to. They are our 
customers; they are the people we live with, people we talk to to plan 
our expansion; we ship them steel regularly. As we produce we ship. 
We ship to customers and they are the steel fabricators. If any of 
those fabricators were to sell the steel to another fabricator at a 
higher price they would be most undesirable customers to us; they 
would know it. I just have no knowledge of any steel and certainly 
the steel must have its source at the steel producer. I have no knowl- 
edge of what is referred to as a gray market. 

Senator Gore. You are not aware of the existence of speculators 
who are able, in the tight supply situation, to extract enormous profits 
on structural steel. 

Mr. Sentner. The first thing you have to do is to get the steel 
before you can speculate on the price you are going to sell it for. We 
know where our steel is going and it goes to fabricators, people who 
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are in the highway-construction program and all other programs: 
We don’t sell steel to brokers, we don’t sell steel to people who are 
not established users of steel. 

Senator Gorr. Then you have no knowledge of movement of steel 
outside of the regular channels of steel trade at prices in excess of 
established steel-trade prices ? 

Mr. SENTNER That 1 is correct; yes. 

Senator Gore. Then, will one or the other of you gentlemen com- 
ment on the testimony that has been presented to this committee by 
contractors and others to the effect that they were unable to obtain 
commitment for steel supply under a year and a half or up to 20 
months delivery date? 

Mr. Sentner. Well, if I may. 

Mr. Hoop. Go ahead. 

Mr. Sentner. Mr. Hood referred to the fact that there is a backlog 

of construction business in the field of general contracting and on a 
related basis in the fabricated steel industry. We are shipping those 
people steel regularly at the highest rate of production we have ever 
had. They are fabricating, they are shipping them to jobs. It isn’t 
as though ‘there was a vacuum between now and this 20 months they 
speak of. They have their own limitations, I would assume, in their 
own shops. We distribute our steel to these fabricators and they 
take jobs. If, with the steel they have, they are taking jobs that 
take up to 18 months, the next job I expect they take at the next 
point they can make the next delivery, commensurate with the steel 
they can get from us and the delivery for the job. 

Senator Gore. What is your deliver y date ! 

Mr. Sentrner. Our delivery date is a relatively short one because 
we try not to deal with pieces of paper. We try and accept actual 
orders for scheduling on the basis of perhaps 4 or 5 months ahead so 
that we can do all of our production planning with respect to raw 
materials, with respect to the operation of all of the facilities which 
are related to the production of the end product. Our production 
planning is a very, very involved job and we take orders by size, by 
shape, by chemistry when we know that we need those orders and 
want those orders to fill up a mill schedule. So to take an order now 
for November we would say we would ship it in November but it 
wouldn’t be as precise a promise as we would like to have it; there- 
fore, we take order for the second quarter for this year. 

We are taking the orders right now and we will build up our 
schedules for April, May, and June. 

Senator Gore. When you say you do not wish to deal with pieces 
of paper, you just do not accept orders except for a given period ? 

Mr. Senrner. The formal order. People don’t buy just steel, say 
a hundred tons of structural; it is so much of this size beam and this 
weight and this length and the operation of a structural steel mill 
involves the knowledge of precisely what is going to be made in order 
to most properly operate the facility, get the maximum production 
and get the best possible cost. 

So we deal rather realistically with the precise order that is to be 
rolled. 

Senator Gore. Then the backlog of actual orders which you have 
accepted would not be a true indication of the backlog of demand 
on your production facilities? 
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Mr. Sentner. No, we know from our customers that they have 
business booked out ahead and as they testified here they may have 
15, 18 months of business ahead of them. And they know that they 
are going to have a flow of steel from us because they are our cus- 
tomers and we want to sell them and they know from talking with 
our salesmen what our production picture is and what our distribu- 
tion plan is and they have a right to expect that they will get steel 
from us. 

Senator Gore. Well now, if they know what your production 
schedule is, and what your practices are, they would also be apprised 
of any inability on your part as a supplier to supply beyond a given 
amount for a given time? 

Mr. SentTNER. Well, there is no unlimited amount that they could 
have, otherwise we would not know how to properly serve our cus- 
tomers. Sure, there is a pattern of distribution, men that have bought 
from us within certain tonnage ranges have a right to expect such 
tonnage ranges, and as we make more steel they have a right to expect 
to get more steel from us. 

Senator Gore. Now, a few moments ago you used the time period 4 
or 5 months in describing the delay between the time when you accept 
an order and the time when you fill an order. 

Mr. Sentner. It isn’t a delay, Senator, it is a plan. 

Senator Gore. Well, I do not mean to use the word delay in any 
accusatory form or manner, there is maybe, shall I say, a lag between 
the time you accept the order and when you fill the order. 

Now, what additional time would there be when you would have 
knowledge of a need of a particular customer, a particular need of a 
particular customer? Is there some verbal indication to your sales- 
men of how much a customer will need in the fourth quarter of 1958 
or the second quarter of 1958? 

Mr. Senter. Yes; I am sure that every one of our salesmen, each 
one of our district offices and district managers, our area manager 
and back into the home office have a continuous flow of information 
that says in the Chicago area in connection with the Illinois Turnpike, 
why the jobs have been let and either our customers have the jobs or 
someone elses customers have them and so the flow of information 
indicates the demand that is coming up. 

Senator Gore. I believe you said you were actually accepting orders 
now for the second quarter of 1957. 

Mr. SENTNER. Yes. 

Senator Gore. What is the status of the orders of your customers 
for the third quarter of 1957 ? 

Mr. SENTNER. I would say along around about the first of April, 
why, we would ask him to send in his orders for the tonnages that we 
hi ud finally mutually agreed was the amount of tonnage that he was 
going to buy from us and we were going to sell to him. I think I am 
talking more about the mechanical operation of taking an order rather 
than the broad tonnage commitment. 

Senator Gore. I hope you understand that my questions are largely 
arising out of «mind that is not too well informed in the field. 

I hope 3 you and Mr. Hood realize that I have no desire to castigate 
the United States steel industry. I have no legislative proposal in 
mind. I have confidence in our free-enterprise system and in our 
democratic society. I feel that if by the hearings of this committee 
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a greatly increased demand for steel products can be shown, a demand 
which is possibly considerably in excess of the demand which you have 
realized that either your concern, some other concern, or some other 
enterprising group of Americans will build additional capacity to 
create the supply to satisfy the demand. 

So my questions are for the purpose of getting the facts before the 
subcommittee and before the Congress and before the country and 
more particularly before the representatives of the great steel industry 
of the United States. 

With that preface I hope it will be fair to ask if you have just de- 
scribed a process that could fairly be described as a rationing of steel 
production among your customers ? 

Mr. Sentrner. I don’t believe that would be a proper description of 
what we talked about before. 

Senator Gore. Well, let me describe my impression of it. Perhaps 
it is an incorrect impression. 

You say you are now accepting orders for the second quarter. You 
have said that at some future period, I believe you said about April 
1, you would then begin to—you would pass the word along to your 
customers—I am not undertaking to quote you exactly—that they 
could then send in the orders which you and they together had agreed 
that they could obtain, and that you could supply. 

Would that not indicate that you have engaged in some practice, 
if not rationing, in some paring of demand and some sharing of sup- 
ply? Iam not indicating that it is unfair, I take it you desire to be 
fair. Off the record. 

(Discussion off the record.) 

Senator Gore. On the record. 

That is why I asked you if there was not some element of rationing 
of your product. 

Mr. Sentner. Why. I think I said that I did not think, rather I 
did not believe that that was necessarily so, that the word “ration” 
was the correct description. People that are in the fabricated struc- 
tural steel business have regularly bought their steel from someone 
who made structural steel. As I said, we sell to over a thousand fab- 
ricators, they have grown through the years, and as they have grown 
they have bought their steel from steel producers. They have bought 
all from one producer or from several producers. 

In 1954 the salesmen went around and asked what they wanted to 
buy. They did not want to buy what we hoped they would buy be- 
cause we had the mill space to produce it. They did not take jobs. 
If they did not take jobs they did not have orders for steel. 

Now, the construction industry is at, let us say, a compressed high 
level of demand with all of these segments of the construction market 
in high gear all at the same time, they are all taking jobs, they all 
have a steel requirement for the jobs. They tell us what they would 
like to have and we say how much we can make in a particular period. 
We can make more in the next period which has the effect, I guess, 
of extending a delivery date on a finished job. Sometimes they won’t 
give up the orders, sometimes we cannot make all the steel as fast as 
they would like to have it to cover the jobs they have taken. It varies 
throughout any period of a business cycle, not in terms of months, 
but in terms of years, it is both ways. 

Maybe they ration their customers if we use the same analogy. 
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Senator Gorr. What would be a good word, an accurate word, 
a word which would accurately describe this process ? 

Mr. SentneEr. I would say the short-range distribution among our 
own customers at a time when we were in the, let us say, a period of a 
compressed high demand. Obviously you cannot get a size 9 foot into 
a size 6 shoe. 

Senator Gore. Well, would this be fair then, and accurate? A 
short-range plan of distribution of an inadequate supply? 

Mr. Sentner. Well I would quarrel with the word “inadequate.” 

Senator Gore. Well, insufficient, how about that? 

Mr. Sentner. Well, I think I would quarrel with either one be- 
cause—— 

Senator Gore (interposing). Well, will you supply a word to de- 
scribe supply ? 

Mr. Sentner. Well, I sort of like the idea that this is a demand of 
the economy and, in terms of individual desirability, it all gets com- 

ressed into an unrealistic period of time. Eventually it spreads out. 
I think the illustration that Mr. Hood used of the St. Lawrence seaway 
is a pretty good illustration. 

We were called to discuss the problem, Would the St. Lawrence sea- 
way be built on schedule? There was difficulty, I guess, in arrangin 
through the general contractors, through the fabricators, through al 
the subcontractors, all the little steps that were necessary to try and 
do the job as it was outlined. 

Senator Gore. We could agree that it is not rationing of an over- 
supply ? 

Mr. Sentner. I guess not. We do not have any oversupply. 

Senator McNamara. Mr. Chairman—— 

Mr. Hoop. Senator 

Senator McNamara. Go ahead. 

Mr. Hoop. I would like to make this observation. We now have 
full employment in this country ; we have the highest rate of employ- 
ment. It has been on a continuous basis, so, in general, we would as- 
sume that there is no unemployment due to any shortage of steel. 

Now, I indicated here in the fabricating industry that last year 
these fabricators received 3 million or rather erected about 3,205,000 
tons of structural steel. The estimate for 1957 is that they will erect 
in the neighborhood of 3,800,000, which is up some 600,000 tons and 
I believe one of the men who appeared before you in the construction 
industry testified that their backlog would be materially reduced by 
the end of this year. 

So, what the steel industry is doing is to provide additional capacity 
to take care of these areas in which there is some shortage as compared 
with the total overall demand and that has already been done. That 
capacity is provided and this backlog will be reduced because the ca- 
pacity has been provided and will come in. 

Now, over a period of time certain products are in higher demand 
than others. For instance, right now the wire products are in less 
demand than, say, structural steel. Now, it may be that in another 
6 or 8 months you might find that the wire products were up and 
structural steel might be down. We are going to have those variations 
over the business cycle and as we see a continuing increase in demand 
we attempt to take care of that by providing increased capacity. 
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There may be some lag in between; therefore the deliveries on struc- 
turals are longer than the deliveries on bars. But that is a temporary 
period until we get into adjustment with the demand, and as we see 
it those temporary periods of longer delivery on one product than 
on another have not caused any dislocation. We are sure it will not 
cause any dislocation in the highway program in which you, Senator, 
are vitally interested. So, we are sure it will not cause any dislocation 
in that because your highway program goes over 13 years. The quan- 
tities of steel have been planned and we are planning our capacity to 
the extent that we expect to participate; so we feel we can assure 
you there will be no interference with the highway program for lack 
of steel. 

Senator McNamara. Mr. Chairman, I think this line of questioning 
raises the question as to whether or not you are now taking on new 
customers. 

You mentioned you have as present customers 1,000 plus fabri- 
cators. Are you taking on new customers or are you sending your 
entire supply into the present and longstanding customers that you 
have developed ? 

Mr. Sentner. We are taking on new customers for our whole line 
of steel products regularly. In the case of structural steel particularly 
I do not know that new fabricators go into the business on a sufficiently 
sizable basis so that I could specifically name, let us say, a new fabri- 
cator that we had taken on. There is nothing in our plan of distribu- 
tion that would not recognize the desirability of doing business with 
a fabricator who is a good fabricator and was getting good jobs. That 
would be the way in which we would plan to distribute our steel. 

Senator McNamara. Well, particularly in the field of reinforced 
roads, and what you call wire mesh—then you are, I assume, because 
there is a comparative surplus in this area—you would welcome new 
customers; is that correct or is it incorrect ? 

Mr. Sentner. No; it is correct. 

Senator McNamara. Those are the things that occurred to me at 
this time. 

Senator Martin. Mr. Chairman ? 

Senator Gore. Senator Martin. 

Senator Martin. Might I—I think Mr. Hood in his modesty—I 
think it might be helpful to the committee if I should ask some ques- 
tions of Mr. Hood as to his knowledge of the steel business. 

Mr. Hood, how long have you been in the steel business ¢ 

Mr. Hoop. Only 40 years, Senator. 

Senator Martrn. And with whom have you been employed ? 

Mr. Hoop. United States Steel Corp. 

Senator Martin. Always United States Steel ? 

Mr. Hoop. Yes. 

Senator Martin. Now, what is your present capacity with United 
States Steel ? 

Mr. Hoop. You mean capacity—— 

Senator Martin (interposing). Yes; what is your job? 

Mr. Hoop. I am president of United States Steel. 

Senator Martin. And what does that include? 

Mr. Hoop. Well, that includes the administration of a corporation 
that has 39,050,000 tons of ingot capacity and carries on a business 
in excess of $4 billion worth of sales per year. 
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Senator Marri. You stated in your formal statement that you 
thought there was no reason why you would not be able to take care 
of the estimated maximum demand. Now, you have taken into con- 
sideration the securing of the raw materials and the making of the 
steel, such as ore and fuel and scrap, and so forth. You have taken 
all those things into consideration ¢ 

Mr. Hoop. Yes, we have Senator, and it is a very important con- 
sideration because a ton of steel has to be backed up with an ore 
supply, a coal supply from which to make coke; you have to have the 
fuel supply, vou have to have the transportation facilities in order 
to assemble those raw materials. They all have to be taken care of 
and taken into consideration. 

Senator Martin. And you have taken into consideration in making 
that statement all those things? 

Mr. Hoop. Yes, sir; we have. 

Senator Martin. Where are the plants of United States Steel 
located in the United States? 

Mr. Hoop. They are located practically all over the United States. 
The main concentrations are in the Chicago area, in the Pittsburgh 
area, Fairless Works on the east coast, in the Birmingham district, 
Tennessee coal and iron division; west coast, Columbia-Geneva. 
Those are main locations. There are locations in other areas. 

Senator Marrrn. Mr. Chairman, I will not take very much time or 
any more time—— 

Senator Gore (interposing). Take all the time you desire, Senator. 

Senator Martin. There is a statement that you made here—and, 
Mr. Chairman, you are on the Finance Committee the same as I am— 
in the matter of information 

Senator Gore (interposing). You mean on the Finance Com- 
mittee ? 

Senathor Marttn. Yes; excuse me; I am sorry. 

You made the statement here on page 4 of your statement saying 
this: oa 





In saying this, however, let me emphasize that I am not seeking to minimize, 
in any way, the dangers of continuing inflation. I am merely saying that if 
nationwide inflation persists throughout the life of this program— 


and you are referring to the program of roadbuilding— 


















the inflated cost of the other elements which go into highway construction will 
pose 19 times as much of a threat as would a commensurate rise in the price 
of steel. 


I wish you would make a little further explanation of that Mr. 
Hood. I am not just sure what you have in mind. 

Mr. Hoop. The explanation, Senator, is that it has been testified 
that only 5 percent of the dollars allotted for this program are attri- 
buted to the cost of steel so that is about one-twentieth or one-nineteenth 
of the total cost of the program would be steel. So, if there is an 
inflation, a general inflation in the cost of products only one-nine- 
teenth of that inflation would be attributed to any further rise in the 
price of steel. 

Senator Martin. Thank you, Mr. Chairman. 

Senator McNamara. I have a couple of geustions, Mr. Chairman. 

Reading today’s newspaper, Mr. Hood, that there was a tremen- 
dous increase in shipbuilding in this country, we are all conscious 
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of it, indicating that there are now under construction and plans for 
a hundred new ships presently in the yards of this country, running 
up to $100 million jobs. 

Have you taken this demand into consideration in your estimates 
and your forecasts? These people will be directly competing for these 
plates and shapes that we are so much concerned with in our road- 
building program. 

Mr. Hoop. Yes; we have taken that demand into consideration. 

Senator McNamara. You mentioned casually that there was no 
quesion about a continuous supply of ore. In your plans where is this 
ore coming from largely? 

Mr. Hoop. It comes, as far as we are concerned, from two principal 
sources, the biggest supply of ore which we get is from the Northwest, 
and that is the main source of supply. We are now getting a consid- 
erable source of supply from Venezuela which comes mainly into our 
eastern plants and southern plants. 

Senator Martin. Might I interject ? 

Senator McNamara. Go ahead. 

Senator Martin. What do you mean by “Northwest”? 

Mr. Hoop. Minnesota and Michigan. 

Senator Martin. That is what I thought. 

Senator McNamara. This Canadian source has not been developed 
to any extent? 

Mr. Hoop. You are talking about ours or others? 

Senator McNamara. Well, the industry resources if you know. 

Mr. Hoop. From an industry standpoint there has been a very large 
development in Canada. As far as any developments we have they 
are yet in the development stage and there are no shipments coming 
out of Canada as far as we are concerned for our consumption. 

Senator McNamara. I take it you can assure the committee there 
is no question about sources? 

Mr. Hoop. There is no question in our mind. It is adequate. 

Senator McNamara. I think that completes the questions. 

Senator Martin. Then there is no shortage of ore, how about fuel ? 

Mr. Hoop. We recognize no shortage of fuel, there is plenty of coal 
and coke supply, to supply the coke for our blast furnaces, and a great 
deal of fuel is consumed, it comes about as a distillation of coal and 
we do not anticipate any ‘short: ge in gas we purchase or any shortage 
of oil we purchase. 

Senator Marttn. Mr. Chairman, what about scrap? Do you have 
an adequate supply of scrap? 

Mr. Hoop. There is an aber ate supply of scrap but because of the 
competitive situation, the price of scrap has gone up quite markedly, 
but there is no shortage of scrap provided you are willing to pay the 
price. 

Senator Martin. Mr. Chairman, I would like to ask one other 
question. 

At the location of your various large plants in the United States do 
you have any trouble as far as the proper supply of water is concerned, 
because as I understand water is a very necessary thing in the produe- 
tion of steel? 

Mr. Hoop. It is extremely necessary. We try, Senator, in the loca- 
tion of our plants to make as sure as we can that there i is adequate 
water before we locate the plant because once a plant is located it is 
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very difficult to move it, almost impossible. So, one consideration we 
take into account is an adequate water supply before we put the plant 
in operation. 

In the West we have had some threats at Geneva because of a drought 
situation but that has not developed to the point where it has inter- 
fered with our operations and we believe that the proper precautions 
are being taken so that it will not. 

Senator Martin. Mr. Chairman, the reason I am asking these ques- 
tions, you know the problems we have before this committee, we have 
too much water in some places in the United States and not enough 
in another, and the American people do not seem to realize the serious- 
ness of the water problem, and I am asking a lot of these because you 
know I have been—this is off the record. 

(Discussion off the record.) 

Senator Gore. On the record. 

Mr. Hood, I want to pursue the question 

Senator Martin. I am sorry, Mr. Chairman, I thought you were 
through. 

Senator Gorr. This is quite informal, and your questions are more 
than welcome at any time, Senator. 

Senator Martin. I thought you were through; I am sorry. 

Senator Gorr. And Senator McNamara, too. I want to come back 
to the question of price and inflation with you in a moment. 

I had one further question of Mr. Sentner with respect to this lag 
in supply and sharing of production among your customers. I did 
not use the word ration, you notice. 

Senator McNamara asked you about new customers. I understood 
you to say earlier that in this sharing of production during a period 
when there is not an oversupply you undertook to deal fairly with 
those customers. In dealing fairly with your established customers 
the total demand of which exceeds your supply for the second quarter 
of 1957, do you allocate any part of your production for new fabrica- 
tors? Do you add new customers to your list, or do you sell your entire 
production, or will you sell your entire production, and have you sold 
your entire production for the first quarter of 1957, to your established 
fabricating customers? 

I realize that there are a number of questions involved and I resort 
to asking several in order to make my point and question clear, not 
in any way for the purpose of entrapment of the witness. 

Mr. Sentner. I think I can best answer it by saying that we like 
to take on new customers, but we do not like to take on new customers 
where the result of taking a new customer on is a hardship on an old 
customer. So, we take on the new one on the basis of planning when 
we can take him on, do it out of expanded production, do it at a time 
when all the rest of our customers do not take all that we can make, 
so it is not done on the basis of we will take your order this morning, 
if he is in business he must have been buying steel from someone, if he 
desires to change his source of supply and buy from us instead of 
some other steel company, we think that is fine. We cannot do it 
tomorrow morning, but we plan to do business with them, and the first 
time when it is fair to everybody that we take on a new customer. 

Senator Gore. I take it that your orders for the first quarter of 
1957 are in and that the books are closed ? 
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Mr. Sentner. Yes. 

Senator Gore. Did you allocate, share, or ration, or sell, or have 
you sold all of your anticipated first-quarter production to customers 
established by long standing ? 

Mr. Sentver. I would have to express an opinion because I do not 
have the detailed schedules. 

Senator Gorg. Yes. 

Mr. Sentner. I would think that the answer definitely would be no; 
we did not. I would think the customers to whom we are ship- 
ping the steel might well have been people who started to establish 
their relationship with us and our salesmen with them perhaps back 
last April, May, June. We could not take their tonnage then, but as 
we could begin to fit them in on the basis of not working a hardship 
on our other customers, eventually the time comes when we start doing 
business with them. 

Now, that might perhaps be in the first quarter schedule and it 
might be the first time that we talked to them. In this case, it would 
not be because we gave them the tonnage in December, it would be 
the establishment of a relationship. 

Senator Gore. Well, then, instead of a 4- or 5-month lag between 
an order and a supply of that order it is in the case of a new customer 
now 12 months? 

Mr. Sentner. Not necessarily, no. 

Senator Gorr. Well, you just said now that relationship would 
have been established, say, last March or April and you will supply 
the order in March or April of 1957. 

Mr. Sentner. I mentioned March or April, it could be May or June, 
or July. Right now we may well be able to start doing business 
with a fabricator with whom we had not previously done business. 
The sizes, shapes that we might be able to give him to start off with 
might not be all the sizes and shapes he w rants. He may want the 
size beam where the load of all of our customers is such that that is 
about as much of that particular section involved in our plan of 
production, so we cannot take on that particular section. We could 
take on some bar-sized angles which are smaller and where we have 
a little more flexibility in schedule. It is a fairly detailed business, far 
more so than in many of our other steel products where you buy in, 
let us say, a piece of pipe. It is a size of pipe, it is 1-inch pipe and 
that is 1-inch pipe. Structural steel is an engineered business and 

as such they order their sections by weight and by chemistry, and 
there are limitations on availability of what a particular job requires. 
Limitations only in the sense that you cannot do it tomorrow morning. 
It has to be fitted into the total operation of the steel mill. 

Senator Gorr. I have no fault to find with your custom of dealing 
fairly with old and established customers. The human equation can- 
not be outlawed and I do not want to outlaw it. I am trying to de- 
velop what I believe to be the situation in the country, that a new 
fabricator, that a new concern who wished to enter the field of steel 
fabrication, particularly to supply the demand for structural steel, 
would have great difficulty in obtaining steel from United States 
Steel, or from any of the other principal companies that supply 
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structural steel because there is an inadequate supply to meet the 
demand of your established customers. 

Now, your established customers are taking orders with promised 
deliveries a year and a half from now, 20 months from now. How 
would a new concern, how would a new man enter the business, and 
how long if one entered—suppose that Senator Martin and Senator 
McNamara and Congressmen Dempsey, and I had the money and 
wanted to form a concern and start-——well, leave us out, we are Mem- 
bers of Congress—perhaps we could get some steel. 

Senator McNamara. Not me. 

Senator Gore. You see my point? 

Mr. Sentner. Surely. 

Senator Gore. Off the record. 

(Discussion off the record.) 

Senator Gore. On the record. 

Mr. Sentner. We like new customers and we take them on all the 
time. When you talk about a man wanting to go into the fabricating 
structural steel business and being able to do so I would say if he 
decided today he was going to go in the business tomorrow I do not 
think he could do it. If he decided what he wanted to do was to go 
into the business we would certainly try and plan how and when we 
could get started. 

Senator Gore. All right. Now tell us that. Suppose he decides 
in the first quarter of 1957 that there 

Mr. Sentner. All our steel is sold. 

Senator Gorr. That in his area of the country there is not a suf- 
ficient amount of fabricating capacity to meet the requirements and 
demands of that area and he wants to enter the business and has the 
money to finance it, and he comes to you or to Mr. Hood in the first 
quarter of 1957 and then you begin to talk about how and when. Now 
give us the answer as to how and when. 

Mr. Sentner. How and when we have expanded capacity coming 
up. More production. Wecan give all of our customers some portion 
of the expanded production and in the light of the need in that area 
that you speak of for more fabricating capacity, that is where the 
market is for construction. It is a fine thing to take on a new 
fabricator. 

Senator Gore. That is how you would supply him, out of new pro- 
duction? When would you agree to supply him? 

Mr. Sentner. When we knew that we would have the new produc- 
tion or perhaps the period when our customers did not take up the 
production. In 1954 anybody could have gone into the fabricated 
structural steel business. 

Senator Gore. I am talking about the first quarter of 1957. When 
would you tell him now that you would furnish him steel ? 

Mr. Sentner. I do not know that there would be any categorical 
answer. I think the first question would be are we fitting this nattern 
of distribution with this new customer in this long-range study that 
indicates that this is the market, these are the locations of the market. 
We should have customers here, we should have them there, in order 
to make sure that we do the best job for United States Steel in serving 
that market. 
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If all those things were answered we would discuss with our pro- 
duction people what the longer range plan of production was, suggest 
to him that perhaps as we got our new facility running or whatever 
it was that was going to give us new production we would like to 
start doing business with them. 

Senator Gore. Do you think he would go in business on that basis 
or that he could? 

Mr. Sentner. I would think he would be able to go in business and 
take his jobs on the basis of what he knew his raw material supplier 
had told him. There are jobs being taken now for construction over 
a period of time. 

Senator Gorr. What have you told him other than you hope you 
can supply him some steel sometime? You welcome him into the 
business—— 

Mr. Sentner. I guess the only factual answer I can give you is I 
have had no contact nor have any of my immediate associates had any 
contact with any proposed new fabricator. I am sure that over a 
period of time there are lots of people who are considering going into 
the business and I am sure they talk to us and we help them. 

Senator Gore. Anyway, you cannot give him a categorical answer ? 

Mr. Sentner. We have many more fabricators on our books today 
that we had 5 years ago. We are making more structural steel and 
more fabricating steel than we have been. They are the ones who go 
out and get the job and we want to sell to them. 

Mr. Hoop. Has there not been an increase in the number of 
fabricators ? 

Mr. Sentner. Yes. 

Senator McNamara. Mr. Chairman? 

Senator Gorr. Senator McNamara. 

Senator McNamara. This line of questioning seems to deal largely 
with shapes. Now, you would immediately take your new customers, 
and we expect to have new customers for you in this road-building 
program for reinforced steel and for what you call your wire products. 

Mr. Sentner. Yes, sir. 

Senator McNamara. Then, there is no question about taking on such 
new customers now and in the foreseeable future, is there? 

Mr. Sentner. No. 

Senator McNamara. And the same thing would apply if you had 
an abundant supply in the other categories, plates, shapes ? 

Mr. Sentner. No question about it. We live by our customers. 

Senator McNamara. I think that generally satisfies my questions. 

Mr. Sentner. The possible thought that we treat potential steel 
buyers at arms length is certainly not part of our commercial philo- 
sophy. 

Senator McNamara. Well, you stated at the outset that you would 
not take these new customers on if it would do damage—you did not 
use that term—to your existing customers. 

Mr. Sentner. If it would be unfair to our existing customers. 

Senator McNamara. Well, you can carry that to the conclusion 
that everytime a new one goes in competition with your present cus- 
tomers it is unfair or it is a hardship, or whatever you termed it, so 
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maybe his could be used as the source for the so-called gray market 
that we are so much concerned about at this point. 

Mr. Sentner. It would not be very good judgment, we believe, in 
running our business. The more customers we have the better security 
we have for the long-range sale of our product. 

Senator Gore. Well, these questions are related to Mr. Hood’s state- 
ment earlier that in his opinion there was an adequate supply of steel 
now. I think it is perfectly apparent by now that there is not an 
adequate supply of structural steel or shapes. 

Mr. Sentner. Senator, I think maybe we deal in—at least we live 
in an atmosphere of different time cycles than perhaps people who are 
not in the steel business do. The business of months or even quarters 

is not of great significance to us. Our facilities planning is a long- 
range plan. Our distribution plans with customers are long-range 
plans. All of our customers get in a lot of steel today. They have j jobs 
and we will catch up with the jobs they have by making more steel. 
In terms of Mr. Hood saying there was not a short age—if we planned 
to catch up by the end of the year that is a reasonable time period in 
terms of the way steel flows through the economy. 

Senator Gore. Well, Mr. Hood, when you gave me that answer a 
few moments ago I asked you or Mr. Sentner to comment on three 
things: Gray market operations, delay or lag in supplying the de- 
mand, and, third, the inflation in the prices of steel. 

Now, Senator Martin has already touched on that question and 
valled attention to your statement and the statement in your pre- 
pared text that inflation in the general price index would amount to 
19 times as much to the highway program as inflation in the price 
of steel. 

Does not a rise in the price of steel, in fact, stimulate a rise in the 
price of the general index? Does not, for instance, a rise in the price 
of steel affect the cost of an automobile, refrigerator, or tractor ? 

Mr. Hoop. Senator Gore, we contend that inflation, any inflation, 
and any increase in the price of steel is the result of inflation and 
not the cause of inflation. And I think it might be helpful at this 
time if I presented to you a chart which we have gotten up showing 
the trend of steel prices, showing the wholesale price index, our em- 
ploy ment cost, and our returns. 

Senator Gore. Fi ine, that will be printed in the record at this point. 

(The above-mentioned chart is as follows :) 
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Mr. Hoop. If you will note, starting from 1940 to 1945 there was 
practically no increase in the price of steel. Starting in 1945 the 
price of steel started increasing but much less than the increase in the 
wholesale price index and considerably less than our total employ- 
ment costs. 

Now, it is true that the steel prices have now in 1955 caught up with 
the wholesale price index; but if you will observe, there was a period 
when there was practically no increase in the price of steel and our 
returns were very severely depressed. 

Now, again, I say that any increase in steel prices is the result of 
other inflationary forces rather than the increase in the price of steel 
being their cause. 

Senator Gore. Well, that brings to mind another figure in your 
statement. You said that the price of steel had risen 12 percent. Dur- 
ing that same period I wish to call to your mind that the general 
price index has risen only 6 percent. How could a 12-percent rise be 
the result of a 6-percent rise ? 

Mr. Hoop. Wait a minute; I do not get your question, Senator. 

Senator Gorn. Well, you made the statement just a moment ago that 
inflation in the price of steel is not the cause of general inflation but 
the result of general inflation. Was that not right? 

Mr. Hoop. That is right. 

Senator Gore. Then, there has been a 12-percent rise in the price 
of steel during the same period when the general price index rose only 
6 percent. 

I am asking you how, could a 12-percent rise in the price of steel be 
caused by a 6-percent rise in the general price index? 

In other words, I am trying to measure your statement against ac- 
tual performance. 

Mr. Hoop. Because, Senator, you are taking a very short period. If 
you will go back as this curve indicates here from 1940 to 1945, there 
was practically no increase in the price of steel; in fact, there was 
none, and during that time your other indexes had been rising very 
rapidly. 

Senator Gorr. Well, I am more concerned with the period 1950 to 
1955. 

Mr. Hoop. Well, you cannot just pick out one period and say you 
are concerned with that. 

Senator Gorr. Well, neither can you. 

Mr. Hoop. We have got to be concerned with the whole period. 
During the period from 1950 to 1955 our total costs have risen 8.7 
percent, compounded annually. They are rising at that rate and our 
prices are increasing at a considerably less rate than that and there 
must be that relationship if we are going to stay in business and be a 
going concern. 

Senator Gorr. Well, how do you explain the 12-percent rise in the 
price of steel when the general index has risen only 6 percent? 

Mr. Hoop. There is not necessarily any relation between the general 
index and that, Senator, and you cannot take it for a short period of 
time. The general index is an average. 

Senator Gore. That is what I thought also. 

Mr. Hoop. You have heard the story 

Senator Gore (interposing). Mr. Hood, but that was not exactly 
what you said a moment ago. You made the statement that the in- 
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flation in the price of steel, the rise in the price of steel, was the result 
of general inflation and not the cause of it. 

I think that it is partly both. I doubt seriously, Mr. Hood, if you 
can sustain that statement or if you wish to pursue it to any great 
length. True, as I see it, as an amateur economist, a general inflation 
would affect the price of steel, but you can also say, and I think dem- 
onstrate, that a rise in the price of steel adds to general price inflation, 
because steel is a basic product if we have one in our national economy. 

Mr. Hoop. Well, let us go back to—we are very much interested in 
this matter of inflation, Senator extremely interested in it, and we are 
doing everything we can within our power to stop it and stem it to the 
extent that we can. 

Back in 1948, I believe it was, we had a contract with our union 
which did not permit them to strike in event of a reopening on wages. 
They reopened the contract. There was a provision in there that they 
could not strike. We did not accede to the wage demands and as a 
result we dropped the price of steel $1.25 per ton, which was some 
$25 million or $30 million, from the standpoint of our receipts. 

Senator Gore. When was this? 

Mr. Hoop. That was in 1948, I believe, sir. 

That was an effort to reverse the field. We were not successful. 
Other unions went out and got increased wages. Other industries 
went out and increased the employment costs level and the floor, and 
they increased their prices accordingly. When that happened, then 
it was only in fairness that we went back to our union and reopened the 
matter on wages although we were not obliged to do so, and increased 
our wages and increased our prices. 

So, it is on that basis we learned that the increased price of steel is 
not necessarily the cause of inflation. 

Now, our costs are going up, they are going up compounded annually, 
and we must make some price relationship in relation to those if we 
are going to stay in business, and that is related to our employment 
costs and our total costs and our competition and not necessarily pin- 
pointed to any one section of the wholesale indexes, because that is a 
composite and you might go back to the old story of a man who got 
drowned walking across a stream that was 4 feet deep on the average. 
We cannot deal with averages on these things and you will find that 
indexes, some products are up more than steel and some are down more 
than steel, and it is for that reason that we have to relate our pricing 
policies to our costs and our competition regardless of what the indexes 
may show. 

Senator Gorz. Have your costs of production increased in a sufficient 
amount in your opinion to justify a 12-percent increase in price ? 

Mr. Hoop. Senator, our total costs have been going up and are going 
up at the rate of 8.7 percent per annum compounded. Our price in- 
creases are going up considerably less than that—about a 5.4-percent 
increase in prices against an 8.7-percent increase compounded on total 
costs and that is the gap we are dealing with. 

Senator Gore. Well, total costs represent, of course, a great many 
things. 

Mr. Hoop. It certainly does. 

Senator Gore. What has your productivity for a man-hour in- 
creased to? 
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Mr. Hoop. Our productivity per man-hour is increasing at less than 
3 percent per year as compared with this figure of 8.7 percent which 
I have given you on total costs. 

Senator Gorr. What bonuses were paid by your concern last year? 

Mr. Hoop. Bonuses? We donot pay bonuses. 

Senator Gore. To no employees? No officers of the corporation re- 
ceive bonuses ¢ 

Mr. Hoop. No, sir. 

Senator Gore. What were your overhead costs for salaries of man- 

gerial staff ? 

Mr. Hoop. I do not have that figure, sir. 

Senator Gort. Well, if you do not have it, I think it is unnecessary 
to have it. I have no desire to go into the salaries of your officials, and 
so forth. I take it that you are handsomely paid. 

Do you think the price rise-—— 

Senator Martin (interposing). Mr, Chairman, might I interject? 
Those are advertised in different papers. Everybody has that infor- 
mation. 

Senator Gore. Yes, I have no desire to go into that. 

I know that the question of cost and the relationship between cost 
and price is a very involved one. It may well be that this committee 
will want to go into that. Iam prepared to do so, but I doubt if in this 
summary hearing this morning that it would be advantageous to do so. 
And I want to close my questioning in order to hear Congressman 
Dempsey and other witnesses. 

I did want to ask this of you, Mr. Hood. Do you think the increase 
in the price of steel for the last 6 months has been the result of the 
pressing of demand on supply ¢ 

Mr. Hoop. The rise in the price of steel as I attempted to indicate to 
you, Senator, as far as we are concerned is related to our costs and to 
our competition and it is related to that and not to the question of 
supply and demand. ; 

Senator Gore. What do you mean in relation to your competition ! 
Now, if your competitors have an inadequate supply to met the demand 
and you have an inadequate supply to meet the demand, you are not 
having to lower your prices or raise your prices in order to sell your 
product. Just what do you mean by “competition,” and what is the 
relationship between your competition and yourselves that causes you 
to raise prices ? 

Mr. Hoop. As Mr. Sentner indicated to you our customer are our 
most valued asset. A customer has the opportunity of buying where 
he sees fit. He has the opportunity of buying competitive materials. 
I think it was testified before this committee that if there continued 
to be a problem in the supply of plates and shapes, that prestressed 
concrete could be used. The steel industry is in competition with 
plastics, in competition with aluminum, it is in competition with other 
materials, so we have both competition between materials and our 
customers can differentiate between that and they can differentiate 
between the different suppliers of steel and there is more than price 
competition: there is competition on the basis of delivery, there is a 
competition depending on location, and competition depending on 
quality, and product makes that can be supplied. That is what I mean, 
all those things enter into it. 
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Senator Gore. You say, then, if I correctly understand you, that the 
inflation in the price of the steel in recent months has not been the 
result of a shortage of supply ? 

Mr. Hoop. That is what Iam saying. I am saying we try and relate 
our pricing problem to these various factors that I have indicated to 
you and it is not related to a question of a shortage or an oversupply 
of any one particular product. 

Senator Gore. Then it must necessarily be true that the price has 
been an administered price rise. 

Mr. Hoop. What do you mean by “administered price rise” ? 

Senator Gore. I mean a price rise that has been dictated not by the 
operation of supply and demand but rather a price rise that has been 
dictated by the steel concerns producing steel. 

Mr. Hoop. Dick, would you like to comment on that ? 

Mr. Sentner. It has been dictated by higher costs. As Mr. Hood 
said, we are trying realistically to relate our prices to cost, and as the 
costs go up we certainly take a look at the prices. 

Senator Gorr. You have not taken a look at the backlog of orders? 

Mr. Sentner. No, sir. Again, I go back to the time cy cle. Weare 
in business for a long time and our facilities involve the great capital 
expenditure; that is our big problem today ; and you cannot have them 
in business today and out of business tomorrow. 

Senator Gore. Well, Mr. Sentner, when I studied economics in 
college I was taught that the law of supply and demand was a very 
important economic law and that it had a direct bearing upon price. 

We are now told that in the steel industry that is not true. 

Mr. Sentner. No; I do not think that is a fair conclusion to come 
to from what I said. 

Sure, supply and demand has an influence on price but mostly price 
represents the value of the product that you sell and the buyer makes 
the determination that the value is such that he is willing to pay for 
it. We think we have the value in steel; we want the market to grow; 
we do not want to do anything to help competitive materials grow. 
We want to run our steel business and run it right. 

Senator Gore. The Chair would like to state to the members of the 
committee that Congressman Dempsey wishes to make a statement 
before the committee. It is obvious that with other distinguished 
men from the steel industry here that we cannot conclude this morn- 
ing. Would it be convenient for you gentlemen to have a session this 
afternoon so we can hear Congressman Dempsey now? 

Mr. Dempsey. I can defer to any day this week. 

Senator Gore. You have a session soon. I think we will hear you 
now, if I may suggest—I am just wondering—I do not want to hold 
these gentlemen over another day. I wonder, Senator Martin, if you 
could attend a session this afternoon ? 

Senator Martin. I am afraid not, Mr. Chairman. You go right 
ahead. I am not on the subcommittee. These men—I would like 
very much to hear the distinguished Congressman from New Mexico. 
T admire him very greatly and I would like very much to hear the men 
from Bethlehem Steel and the Republic Steel, all these steel com- 
panies are in my own State, but I am afraid that my commitment 
makes it impossible for me to get here. But you do not need me. 
I am not a member of the subcommittee. I will read the testimony. 

Senator Gore. Perhaps other members can. 
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I will say there will be a session at 2:30. We will hear Congress- 
man Dempsey now. 

Mr. Hood, would it be convenient for you to come back at 2:30? 

Mr. Hoop. I could, sir, if you are not through. Is there something 
more you want from us? 

Senator Gore. Well, I had at least two more questions I wanted to 
submit to you, and Senator McNamara has some questions, too. 

Mr. Hoop. Yes, I can be back here at 2: 30. 

Senator Gore. Do you want to ask them now? 

Mr. Hoop. If it would be possible for you to complete with me now 
I would appreciate it, but if that is impossible—I had other arrange- 
ments, I hoped that I might be out of here by noon, but that does 
not 

Senator Gore (interposing). Well, our situation is that in 12 min- 
utes the Senate meets and we need to be there. 

Off the record. 

( Discussion off the record. ) 

Senator Gore. On the record. 

Will you go on with your questions now? You said you had two 
brief ones. 

Senator Martin. Senator McNamara. 

Senator McNamara. Go right ahead. 

Senator Martmn. Mr. Chairman, I would like unanimous consent to 
put in the record at the close of Mr. Hood’s testimony a statement by 
B. F. Fairless, who is the president of the American Iron and Steel 
Institute. It has a great deal to do with this matter of production. 
He is the president, I think, of probably a hundred steel concerns 
in it and I would like to ask unanimous consent that it be placed in 
the record at the end of Mr. Hood’s remarks. 

Senator Gore. That will be fine. 

Senator McNamara. You gentlemen indicated that the steel prices 
were rising at about 6 percent a year. Do your projected surveys indi- 
cate that the subcommittee should anticipate that that is going to con- 
tinue during the life of the roadbuilding program ? 

Mr. Hoop. Senator, I wish I had the for esight to answer that ques- 
tion for you. We cannot sit here, and I do not think we should at- 
tempt to indicate to you on any estimate what is going to happen to 
prices. 

Senator McNamara. Well, you mentioned 6 percent a year and I 
wondered if you were projecting that or not. 

Mr. Hoop. It will all depend on these other factors that you will 
discuss. We hope we can control and keep them in bounds. 

Senator McNamara. The other short question. You indicated that 
in 1954 you were operating at some 60 percent of capacity. 

Mr. Hoop. We dropped ‘down to operation of 60 percent of capacity. 

Senator McNamara. How about since then? Have you been oper- 
ating generally at close to 100 percent of capacity or are you 

Mr. Hoop (interposing). Our operations ie that year were 71 per- 
cent; our operations last year, I believe, were 85.2 percent. 

Senator McNamara. W ell, how come, if you have this backlog—— 

Mr. Hoop (inter posing). We had astrike last year. 

Senator McNamara (continuing). That you are not operating up 
to 100 percent? You indicate that there is a'bac klog ; everything indi- 
cates that people have to wait anywhere from 6 months to a year for 
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steel, and you are still not operating up to capacity. Is that not an 
unusual situation ? 

Mr. Hoop. We have had 5 strikes over the last 10 years, Senator. 
Last year our operating rate was affected by a 34-day strike, plus the 
starting-up and closing-down time. There is oftentimes a product 
mix which affects your total operation. We are now operating at 
approximately 100 percent of capacity and that, for instance, we are 
running in the winter months right now, cold weather has affected 
that operation somewhat. Cold weather has dropped that down to 
maybe a little below 100 percent, which we would otherwise be operat- 
ng at the present time. 

enator McNamara. When you talk about 100 percent you do not 
take into consideration natural causes such as cold weather and un- 
controllable things ? 

Mr. Hoop. We rate our 

Senator McNamara (interposing). I would think your percentage 
would take into account such natural hazards. 

Mr. Hoop. That takes into account normal troubles with the fur- 
naces; it does not take into account floods, extreme cold weather, and 
things of that sort. 

Senator McNamara. You are really operating at 85 percent at 100 
percent of your ability to operate ? 

Mr. Hoop. No, not 85. I said that was the operating rate last year 
and that was largely affected by a 34-day strike. 

Senator McNamara. Then you were operating at 100 percent of 
your ability to operate. 

Mr. Hoop. Excepting when we were out on strike. 

Senator McNamara. Well, you could do nothing about that; so, 100 
percent of your ability, is that correct ? 

Mr. Hoop. Right. 

Senator McNamara. You are not controlling the market by keep- 
ing a 10-percent margin ? 

Mr. Hoop. No, sir. 

Senator McNamara. Or some other percent ? 

Mr. Hoop. That is right. 

Senator McNamara. Well then, you are operating at 100 percent 
of your ability to produce. 

Mr. Hoop. That is right. 

Senator McNamara. Controlled only—affected by acts over which 
you have no control ? 

Mr. Hoop. Right. 

Senator McNamara. All right. 

Senator Gore. Mr. Hood, upon reflection and reconsideration, if 
the other witnesses who were invited today can remain this afternoon, 
I think spokesmen for other steel industries could respond to the addi- 
tional questions I have in mind. You have now been before the com- 
mittee for 2 hours; perhaps that would be your fair share; perhaps 
we could ration you to 2 hours. 

[ Laughter. | 

Mr. Hoop. Thank you, Senator. 

Senator Gore. I believe it would be agreeable for you to conclude 
your testimony now and it may be that the committee will want to 
invite you at a later date. You have been very helpful and the com- 
mittee thanks you. You may stay right where you are, if you like, 
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while Congressman Dempsey presents his statement to the committee. 

Mr. Hoop. Thank you, sir. 

Senator Gore. At this point in the record the article entitled “Fair- 
less Reports on Expansion,” from the Wall Street Journal of Tues- 
day, January 22, 1957, requested by Senator Martin to be inserted 
in the record, will become a part of the record. 

(The above-mentioned article is as follows :) 


[From Wall Street Journal, January 22, 1957] 


Farr_ess Reports ON Expansion: 5,096,060 Tons or NEw STEEL CAPACITY 
IN 1956 


Just 1 year ago, in announcing that the country’s steel companies were speed- 
ing up increases in their steelmaking capacity. I said that “during the next 3 
years they plan to build 15 million tons of new capacity.” The estimated cost 
was $3 billion. 

Now, 12 months later, I am able to report that these company programs of 
expansion are moving ahead on schedule. 

With the addition of 5 million tons of new capacity in 1956, America now is 
equipped to produce 133.5 milion tons of steel annually. 

That is more than 40 percent of the total for the whole world. 


STEEL GAGES NATION’S STRENGTH 


There is a measure of comfort for all of us Americans in that fact, since 
steel is one of the important yardsticks of national strength. No other country 
can approach our production of this basic metal. 

Russia has the next largest capacity, but this is only about one-third of the 
American total. 

The need for accelerated expansion is even more apparent now than 1 year 
ago. Many new and pressing requirements for steel have emerged since my 
report of last January. 

Suez brought into bold relief the urgent need for a larger fleet of tankers. 
Road builders broke ground on the $33 billion Interstate Superhighway System. 
Our country’s school-building program is being speeded up. 


DEFENSE CANNOT BE NEGLECTED 


And the national defense program in these times of world tension requires 
many new types of steel. 

Meanwhile, the normal demand for steel continues to grow with the rise in 
population and in living standards. 

In 25 years the country’s population has increased by 36 percent and the 
per capita use of steel in America in that period has gone up from 469 pounds 
to 1,390 pounds, or 196 percent. 

Keeping abreast of all these added needs for steel in our country is the job 
and responsibility of the steel companies. Yet every American has a stake in 
that job because without enough steel in the years ahead the Nation could not 
maintain its world position. 

But if the steel companies are to maintain the current pace, let alone to accel- 
erate it, all of us should be aware of the difficult hurdles they have to clear in 
achieving this goal. 

VAST CAPITAL MUST BE RAISED 


The biggest hurdle of all is that of raising the capital funds to build their 
new plants and facilities. That calls for profits sufficiently attractive to hold 
the confidence of investors and lenders. 

Unfortunately, many companies in steel and other industries are suffering 
from a malady known as “phantom profits”—figures which must be reported 
as profits subject to taxes but are really costs of doing business. 

This comes about because our Federal tax laws make no allowance for the 
effects of inflation. Under these laws an industrial company is allowed, in 
theory, to save up enough money over the life of a piece of equipment to replace 
it when it wears out. 
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But the catch is that the company is allowed to recover only the original cost 
of that piece of equipment, whereas the actual cost of replacing it may be 3 or 4 
times as much, because of inflation. 

Thus, the amount recovered through “depreciation” under the present tax laws 
is not nearly enough to pay for replacing the wornout equipment. Consequently 
American industry must use a substantial part of it so-called profits just to 
replace its facilities as they wear out—just to stand still. 





CONSTANT SUPPLY IS ESSENTIAL 

This seriously impairs industry’s ability to expand as rapidly as it should in 
the national interest. That is especially true in the steel industry because 
steel-making equipment is enormously costly and has an unusually low rate of 
depreciation. 

But with continued understanding and support of the American public, this 
Nation’s many individual steel companies will surely succeed in the effort to 
keep steel always available for the thousands of purposes it serves. America and 
steel must grow together. 

B. F. Farrcess, President. 


Senator Gore. Congressman Dempsey. 


STATEMENT OF HON. JOHN J. DEMPSEY, A REPRESENTATIVE IN 
THE CONGRESS OF THE UNITED STATES FROM THE STATE OF 
NEW MEXICO 


Mr. Dempsey. Mr. Chairman and gentlemen, I came over to visit 
with you, first, for the reason that the House committee of which [ am 
a member has not as yet programed a hearing having to do with the 
new bill that created the Interstate System. 

Now, the expenditures should run about $66 million a year. The 
last report I had, which was in December, stated it was running about 
$16 million. Some States are getting along reasonably well, some 
States very well, and some States not at all. 

I think there is a great confusion as a result, mostly attributed to 
the access—so-called access—roads to the Interstate System and I 
think it is not flexible enough. 

In my State of New Mexico we have had very, very splendid coopera- 
tion with the Bureau of Public Roads and I do not see why more 
authority should not be placed in the States with the supervision 
of the local man rather than take all the time of coming to Washing- 
ton—that is especially true when regulations have not been formulated 
or distributed to the respective States. 

There is the greatest amount of confusion associated with access 
roads. 

Now, the regulation which has been verbal to date contemplates one 
regulation embracing the entire United States. Of course, it just 
cannot be done and work properly or work half properly. The situa- 
tion in the West or Middle West, Rocky Mountain States, is quite dif- 
ferent from other States because we have had very few, if any, 4-lane 
highways until just recently. So, we have taken from 9-foot width 
highway, which would be 18 feet for 2 lanes, we have gone to 48 feet 
by reason of 12-foot widths and 4 lanes. 

Now, we have increased, so far as we have completed the 4-lane high- 
ways, 150 percent in capacity, but we have restricted the local user 
who is paying the bill for this increased capacity and they do not like 
it very much. In other words, they cannot get on the highways as 
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frequently as they could before. When I say “frequently” I mean at 
different locations. 

We have, by reason of a little writing, by telephone conversations 
with the Bureau of Public Roads, straightened out many situations 
in New Mexico that would have been still hanging if we attempted to 
do it by mail. 

First, we received word that it was necessary for the State high- 
way commission to purchase the access to an interstate highway. I 
am not referring now to within the limits of the right-of-way which 
may be 200, 250, or maybe 300 feet. Iam making reference to an access, 
either a ranch, it may be 100,000 acres or 200 ,000 acres, and if you are 
going to purchase the access you better pure hase the ranch, too. That 
is about the only way you can do it. And I do not think the negotia- 
tion would be difficult as the condition of the farmer exists today. 

I think they would be—— 

Senator Gore (interposing). Well, in purchasing the access, Con- 
gressman, I take it that they must consider the distance to an access 
point and the availability of roads to this access point on which the 
owner of the ranch or the property owner can accommodate himself 
to the highway ? 

Mr. Dempsry. Yes. Well, we have the ranch situation straightened 
out, Senator, by reason of not attempting to reduce any that is now in 
existence because if you did it would mean that you would have barri- 
caded the ranch, making it impossible to get to town on any road. 
That would be your situation. 

Senator Gore. Well, we don’t want to do that. We want boys to 
come to town. 

Mr. Dempsey. Well, you want some roast beef, I am sure, and that is 
where you get it. 

Now, the ranchers, they were first approached on the basis of sell- 
ing their access. Well, these farmers, they have had a lot of ex- 
perience, lawyers, they have had lots of legal cases. 

Senator Gor. You have had one to your right over there. 

Mr. Dempsey. Well, our right-of-way man in New Mexico, who is 
a very brilliant person, and so he wanted everything just right, not- 
withstanding we made an agreement at a meeting at which I was pres- 
ent; everybody agreed that they would sign up; these farmers agreed 
they would sign up. There were only 3 or 4 of them there, but when 
the young man went around with the contract he had with him an at- 
torney. The rancher wanted to know why he was necessary. So, he 
was told he was necessary because it was a legal matter. Well, he 

said his representative was not present; they better defer it until he 
was. So, we just did not get anywhere. 

But we finally had that all worked out and we provided that the 
access would be controlled, which means it would be safe, have safety 
measures taken such as a front of road or a short space or additional 
road adjacent to the highway where he would turn off and then run 
a short distance and go into his ranch and underpasses were provided 
for the cattle because the cattle, many of these ranchers, Senator, gave 
the State the right-of-way that exists and it goes right through the 
property, on the center of the ranch. There is ranchland on either 
side of the road. They have been crossing it until recently but, as I 
say, now these highways are being increased. The main one—we have 
only 2 main highways, 1 north and south, and 1 east and west—and 
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the State is the fourth largest in the Union, but our population of 
humans are rather small comparatively. 

The thing I would like to see is a more definite or more authority 
put in the hands of those in the field. You see, today under the bill 
that we have written, and I spent many, many days for a year and a 
half on that committee, under the bill we have written there is more 
loss created by the Bureau than there is by the Congress and there is 
one thing about an amendment by the Bureau, that does not have 
to go to the White House for approval. There is no veto associated 
with that at all, and like a bill we would pass, a highway bill may be 
vetoed. 

The authority on these access roads is not whatI contemplated as a 
member of the committee because I raised the question not once but 
many, many times. Asa matter of fact, I think I became a nuisance 
more or less to some of the members because I could not see how a 
regulation from Washington could fit all the United States. I have 
been over some of it and I was in the best part of New York, Brooklyn, 
for a time, and there we have a different situation than we have at 
Sante Fe, N. Mex., but the regulation is the same and it just does not 
work. 

Then, too, we have taxed the road users to build these roads. When 
the tax reaches the Treasury, why, it is referred to as Federal funds, 
and at times the State highway department or commission may be put 
on notice unless you do this we will not give you any Federal funds. 

I am sure that people do not like that attitude. There has not been 
too much of it in New Mexico, 1 or 2 cases that came up that we would 
not approve unless we did this, that, or the other thing; but I think 
while you are going over these various things, Senator, that you are 
going into, we had better also go into the question of how we can ex- 
pedite the construction of the roads. The killing on the roads is 
terrific, as you know. You know that as well as I do; better, probably. 
I keep in very close touch with it and I am rather ashamed at times at 
the number of deaths we have. That especially applies to head-on 
collisions which will be eliminated by this type of construction. But, 
to have people pay additional taxes for additional roads and then they 
waken to the fact that they have been restricted insofar as the addi- 
tional roads are concerned, it just does not work out. 

Now, in States where you have 6, 8, 10 lanes, that situation does not 
apply because I think there the accesses are fewer and farther apart 
which is as it should be. But, in the sparsely settled State, Senator, 
and we had a case the other day, I had a call from Albuquerque, 
N. Mex., from a man who has been in the gasoline business for a great 
many years, retailing gasoline, he constructed a gas station 7 miles 
northeast of Albuquerque. It is the only station between Albuquerque 
and his station. That is it. He has had it for a year and a half. It is 
on a new road. It is part of the Interstate System but there was only 
two lanes constructed. Now they are going to construct the other two 
lanes. He is not asking for a crossover at his station because he will 
build a station on the other side, but they could not put a frontal road 
in front of his station because the length would be too short because of 
2 arroyos, 1 on either side of the station. But he could move the station 
a quarter of a mile and be all right. 

I called the chief engineer of the highway department Saturday, 
asked him about the situation. He said, “Yes, they were giving 
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thought to abandoning it.” I said, “What kind of business does it 
do?” “Oh,” he says, “he has a terrific business, the day I was down there 
all the attendants were busy servicing the cars. They had all the cars 
they could serve.” 

Well, that would indicate to me the value of the station if it was 
necessary to have it there and the next station to that northeast, which 
is the direction of Sante Fe from Albuquerque, 20 to 25 miles, and they 
were going to buy this station. 

Now, in taxing the people of the country, which my State is one of 
the States, we, I assumed, were taxing them to build roads and also to 
buy whatever right-of-way necessary to accommodate a road, but I 
did: not think we were going to go into the real-estate business and pur- 
chase filling stations that were necessary to the public and put them 
out of business. I did not think we were going to do that. 

Now, [ called the Bureau of Public Roads and the relationship with 
the Bureau of Public Roads as far as I am concerned is very pleasant 
and I talked to one of the head men over there, Frank Turner, he said 
they had not had a case like this up to now; there had been no case 
where they found it necessary to move a station. 

Well, I imagine it would cost you a hundred to a hundred and fifty 
thousand dollars to buy the station and I assume, I have had some 
little construction work experience, it would cost you from twenty to 
twenty-five to move it, so [ would sooner see it moved a quarter of a 
mile either direction and retain for public use, but it is one of those 
things that under the regulation that we authorized, we authorized the 
Bureau of Public Roads to legislate and when they do it has the full 
power of the law so that you are in violation of the law if you do not 
do what they say. 

Senator McNamara. Mr. Chairman, I am sure that we all have 
questions and criticisms along the lines indicated by the Congressman, 
but have we not calculated this day and have we not people here to 
testify on the steel thing and you have indicated that you would come 
back at a later date. Do you not think with the people we have here 
today we should kind of stick to the subject ? 

Mr. Dempsey. I would prefer to come back when you are not busy. 

Senator McNamara. We all have a lot of questions along the same 
lines. 

Mr. Dempsey. We are getting along pretty well in New Mexico, our 
schedule is up to date. 

Senator Gorr. Why do you not come on back this afternoon and sit 
with us. 

Mr. Demrsry. Well, there is only one Congressman in the House 
from New Mexico. We have had a very unfortunate death and the 
office is rather busy and we do not have as much help as a Senator 
has which is unfortunate, Senator. 

I do appreciate the invitation and I would much rather take your 
time some other time rather than now because the things I have are 
things that appear in your statement generally over the country. 

Senator Gorr. Well, I think, as Senator McNamara suggests, maybe 
be should have a day on this particular kind of problem and we hope 
you will come back and sit with us. 

Mr. Dempsey. Senator, there is one thing we have done and I think 
you were in large part responsible for it. That is the outstanding 
feature in getting these roads constructed, started. 








\ 
> 
F 
i 
¥ 
z 
io 
¥v 


eG <2 ioral ths. thay Mao ae ea Dt 





274 NATIONAL HIGHWAY PROGRAM 


I just wanted to say the formula advocating funds with respect to 
the respective States has worked in every State that I know of and I 
think if you can retain that you will have no State that can justly 
complain, and I congratulate you on that particular thing. 

Senator Gore. Well, thank you, Congressman, and we are delighted 
to hear you and hope you will come back and joint us as we proceed 
in this hearing. 

The committee will stand adjourned until 2: 30. 

(Whereupon, at 12:10 p. m., the subcommittee was adjourned to 
reconvene at 2: 30 p. m., this day.) 


AFTERNOON SESSION 


Senator Gore. The committee will come to order. 

The first witness will be Mr. Arthur B. Homer, president of the 
Bethlehem Steel Corp. 

Mr. Homer, the committee is very pleased to have you and it is 
pleased to recognize you as one of the leader of a great, basic American 
industry. 


STATEMENT OF ARTHUR B. HOMER, PRESIDENT, BETHLEHEM 
STEEL CORP.; ACCOMPANIED BY W. J. STEPHENS, ASSISTANT 
GENERAL MANAGER OF SALES, BETHLEHEM STEEL CORP. 


Mr. Homer. Thank you, Mr. Chairman. Members of the commit- 
tee, for the record my name is Arthur Bb. Homer, and I am president 
of the Bethlehem Steel Corp. I would like to introduce Mr. W. J. 
Stephens on my left, who is one of our assistant general managers of 
sales. 

Senator Gore. We are pleased to have you, too, Mr. Stephens. 

Mr. SterpHens. Thank you, Senator. 

Mr. Homer. Shall I proceed. Mr. Chairman ? 

Senator Gorr. You may proceed; yes. 

Mr. Homer. Mr. Chairman and gentlemen, I am pleased to be here 
in response to your chairman’s telegram requesting that I submit my 
views on the problem which was stated as follows: 

Testimony presented to Public Roads Subcommittee, United States Senate, sug- 
gests that shortage of steel and increases in price of steel may be most serious ob- 
stacle to implementation of highway construction program authorized by High- 
way Act of 1956. 

My views are based on the assumption that the steel requirements 
of the highway construction program referred to are those which are 
outlined in a release issued by the Bureau of Public Roads of the 
United States Department of Commerce on July 25, 1956. In that 
release there is an estimate of the various kinds and quantities of steel 
required for an expanded highway construction program from 1955 
to 1969, both inclusive, a span of 15 years. 

We have carefully examined the testimony so far presented to the 
committee and find little statistical data with regard to steel supply to 
support a conclusion that a shortage of steel will cause an overall] delay 
to the highway program. Asa major producer of steel mill products 
used in the construction industry, my observations will be directed to 
structural shapes, piling, plates, and reinforcing bars. 
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STRUCTURAL SHAPES 


The information released by the Bureau of Public Roads (DC 
10077—July 25, 1956) indicated that 35 percent of the total steel for 
highway constr uction consisted of structural shapes, both wide flange 
and standard. Of the total structural shape requirement, wide flange 

was estimated at 70 percent and standard at 30 percent ‘of the total. 

Thus, it is clear that the hard core of the supply situation on 
structural shapes for highways lies principally in the wide flange 
classification. It is interesting to note that current capacity expan- 
sion, as well as future expansion, is mainly directed toward wide 
flange. With respect to Bethlehem Steel Co., our $41 million ex- 
pansion program at the Bethlehem, Pa., plant, which started in Sep- 
tember 1953, is now nearing completion. This expansion will add an- 
nually 720,000 tons wide flange and 120,000 tons standard shapes, total- 
ing 840,000 tons per year. 

| would direct the committee’s attention to industry shipments of 
structural shapes, 1953 through 1956, listed below, and the estimate for 
1957 

The source of industry shipment figures contained in this state- 
ment. is statistical reports of the American Iron and Steel Institute. 
Throughout, net shipment figures have been used. 


Heavy structural shapes—Shipments 


Net tons 
TORO hidis iso ea i a a ee es es ee 5, 022, 000 
DIE cia cictda icine, ud tab gate Rede healio nhs nied thre atlas nine ee ibs Ate ea 4, 501, 000 
Fc va drnied Aececenccres banca ened hee eta ccc ea teil ee i tad cipaad aR te hte i 4, 737, 000 
1956 (including December estimated) ~._....___.-_-_--_-__--_---_--- 5, 356, 000 
Tees "Ce nt a en a eee A ee 6, 460, 000 


Senator Gorr. Mr. Homer, you realize, of course, that the highway 
program is now only beginning. In fact, this committee expressed 
considerable concern with the tardiness of its initiation. I wonder 
if you could project that table; if not now, if you could supply it for the 
record, and give us a projection of that table for 1958, 1959, and 1960? 

Mr. Homer. W ell, we will make a guess at it, Mr. Chairman, and 
submit it to you later. 

Senator Gorr. The Chair understands it will be an estimate on 
your part. 

(The information requested is as follows :) 

BETHLEHEM STEEL Co., 
Bethlehem, Pa., February 1, 1957 
Hon. ALBERT GORE, 


Chairman, Public Roads Subcommittee, 
United States Senate, Washington, D.C. 


DEAR SENATOR GORE: When I appeared before your Committee on Public Roads 
last Friday I presented industry shipment figures for heavy structural shapes, 
estimating those for 1957. You indicated that you wished me to project these 
figures for the years 1958, 1959, and 1960. 

According to the best information available to me and assuming a continued 
high level of demand, my estimate of industry net shipments is as follows: 


Heavy structural shapes—Shipments (estimated) 
DI 6 os eeeespiticar ssh =o ecicinas cantepaeeie tet SRE er Sie 6, 600, 000 
DI ao athe ae dence Nace hacer Siege ancets seas tekst candor as a a te de 6, 900, 000 
SO hie Since se eat Nee ic Whe SC GAA sb reeee eee ee Se en et oe 7, 000, 000 
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May I caution you, however, that, as I stated in my testimony, these figures 

represent nothing more than a guess. 
Very truly yours, 
A. B. Homer. 

Mr. Homer. Shall I proceed ? 

Senator Gore. Yes, please. 

Mr. Homer. Prior to last year, 1953 set the alltime record for an- 
nual shipments and I have started at that peak. We estimate the 
shipments of 1954 were approximately 1 million tons less than planned 
availability for that year. In general, we estimate the steel for high- 
ways that was not produced in 1954 for lack of orders would have 
built the entire New York State Thruway more than six times over. 
In today’s atmosphere we are not apt to remember that this steel was 
available in 1954, but was not produced due to a lack of orders. Toa 
lesser extent this was true in 1955, when demand for structural shapes 
did not become pressing until the fifth month of that year. 

In spite of the long duration of the work stoppage in 1956 in the 
steel industry, shipments of structural shapes for that year estab- 
lished an alltime record. They exceeded 1955 by about 600,000 tons, 
although ingot production last year was 2 million tons lower than 
1955. We are still recovering from the effects of last year’s work 
stoppage. The effect of delayed mill deliveries on all construction, 
with the exception of the defense, rated construction for the Depart- 
ment of Defense and the Atomic Energy Commission, was increased 
by action of the BDSA on August 10, 1956. Directives at that time 
were issued to the producers of steel-mill products to “come even with 
the board” by the end of September on all defense-rated orders. This 
meant the rated orders accepted for July and August, together with 
the rated orders for September, were to be shipped by the end of 
September. This additional impact on mill schedules further de- 
layed shipments of nonrated orders. 

We estimate that structural shape shipments in 1957 will exceed 
shipments of 1956 by more than a million tons. In examining years 
beyond 1957, we have read of planned increases on the part of other 
producers in connection with structural shapes, but I am not in a 
position to identify the tonnages involved. 

It is somewhat in answer to your question, but we will make an 
attempt to estimate that, Mr. Chairman. 

Senator Gore. Thank you. 

Mr. Homer. Although we cannot guarantee that these figures will 
be anything more than a guess. 


STEEL PILING 


The Bureau of Public Roads estimates that 6.5 percent of the high- 
way steel requirements is to be found in steel ling which includes 
bearing piles and sheet piling. Apneukienately 80 percent of this 
tonnage is bearing piles and 20 percent sheet piling. These products 
are made on the same rolling mills that produce wide flange and 
standard structural shapes. The indications are that there will be 
increased availability of these products comparable to that of struc- 
tural shapes, although much depends upon the month-by-month re- 
quirements as various projects get underway. It is recognized that 
piling is generally the first item needed on the job. 
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STEEL PLATES 


The Bureau of Public Roads’ steel requirements schedule shows 
that plate requirements for highway construction constitute 11 per- 
cent of the total steel required. With regard to plate classifications, 
the essential breakdown into sheared plates, universal mill plates, and 
strip mill plates, is not given and thus detailed analysis cannot be 
undertaken. As already done in the case of structural shapes, I 
would direct the committee’s attention to industry shipments of all 


classes of plates from 1953 through 1956 listed below, and the estimate 
for 1957: 


Steel plates—shipments 


Net tons 
DE esc ict tide ele what a aia ecb oe Me Kaas he 7, 668, 000 
BO ahh die ceMrach lob Binccisn Sein Be LIS, zc xcamab goes techie Ae ies canx ected aa 5, 840, 000 
ceils rar ace ar cian Sat oe eae tanta ene 6, 762, 000 
1956 (including December estimated) ___- ate 7, 638, 000 
SOU, CUNEO rn a a an 9, 100, 000 


In reviewing these figures it is interesting to note that the reduction 
of tonnage from 1953 “to 1 154, because of insufficient orders, is the 
equivalent of almost 50 percent of the entire plate requirement for 15 
years of highway construction based on the estimate of the Bureau of 
Public Roads. I would call to your attention that we estimate total 
plate availability in 1957 to be approximately 1,500,000 tons greater 
than the shipments of 1956. 

Bethlehem Steel Co. recently completed a $2 million expansion pro- 
gram for plates at our Johnstown, Pa., plant, that has increased the 
supply of plates approximately 75,000 tons annually. In March 
1955 we started on a plate expansion program at our Sparrows Point, 
Md., plant, to add 360,000 tons of plates annually. The total cost of 
this program is approximately $70 million. It is currently in the 
construction stage. We expect some of ithe increased capacity to be 
available during the third quarter of 1957, and look for completion of 
the program in the first quarter of 1958. In an effort to evaluate total 
increased availability in 1958, we have taken into consideration the 
announced plans of other plate producers. In addition to the in- 
crease of 360,000 tons scheduled for Sparrows Point, we estimate that 
by midyear 1958 there will be a further increase in av ailability of 
approximately 600,000 tons annually from the planned expansion of 
other producers. 


STEEL REINFORCING BARS 


The Bureau of Public Roads’ steel requirements schedule indicates 
that reinforcing bars account for 27 percent of total highway steel 
requirements. In general, steel mill shipments of reinforcing bars 
are made to the reinforcing bar fabricators to replace in stock the 
material which they have used to supply contractors’ needs as the 
construction projects require. Based on information given to us by 
the fabricators, currently there are no highway, or highway bridge 
construction jobs being delayed waiting for the shipment of fabri- 
cated reinforcing bars, because of the unavailability of reinforcing 
bars from the rolling mill. We hear of jobs being delayed because 
of the design drawings not being completed, and thus the fabricator 
is being held up and not able to proceed with the fabrication. Re- 
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inforcing bars are produced on bar mills and rod mills. It is esti- 
mated, conservatively, that the potential rolling capacity to produce 
reinforcing bars is at least 5 times the level of 1956 shipments. This 
situation provides a flexibility in the supply of reinforcing bars, 
which is unlike that for shapes and plates. 

In light of the tremendous steel ingot expansion of the steel indus- 
try, together with the already existing rolling capacity, we anticipate 
no future del: ay in the highway program that can be attributed to the 
lack of supply of reinforcing bars. 

To complete the record, “shipments of reinforcing bars, 1953 to 
1956, are given in the followi ing table, together with the estimate for 


1957. 


Reinforcing bars—shipments 


Net tons 
es te ie Ate a INET TS RY A An Si ne Sapet ARS 5 Se ee __. 1, 849, 000 
a ere Feit alakl ei mnb adit aah IRD aid aboot iat eek Ck 1, 751, 000 
I readies akg neahenees emapenied 2, 165, 000 
1956 (including December estimated) —....__.--_...--..----_-.-._ 2, 540, 000 
ime eemmmmnnemmennn he. 2 oT Tr ea ar sia 2, 996, 000 


OTHLER STEEL PRODUCTS 


Thus far I have presented my observations on the potential supply 
situation of the major items accounting for an estimated 80 percent 
of the total requirements for highways. The remaining 20 percent 
consists of wire mesh, corrugated metal pipe, and other steel products 
of miscellaneous classification. 


SUMMARY 


The steel industry has programed an unprecedented expenditure for 
increasing steel ingot capac ity with which you are familiar. During 
1956, there were added 5 million ingot tons to the supply, and the full 
effect of that ingot availability is now being translated into finished 
steel mill products. It is estimated steel expansion will proceed at 
the rate of $1 billion annually for the next 5 years; this year’s figure 
is estimated to be $1.7 billion. 

I have reviewed for you specifically the structural shapes, piling, 
plates, and reinforcing bar situations. 

Increased future availability of all steel mill products should be 
reassuring to this committee. I repeat that we are emerging from the 
effects of work stoppages last year. In our examination of the steel 
requirement figures for the highway building program presented to 
this commi tte, we note there exists a variance with those published 
by the Bureau of Public Roads, Department of Commerce, on July 
25,1956. Thus it is difficult to estimate, with respect to monthly mill 
rolling product schedules, the full measure of the potential increase 
in demand of steel for highways.. Nevertheless, our future projec- 
tions of the overall steel supply and demand relationship indicate to 
us that in the foreseeable future the highway program should not suf- 
fer any overall delay that can be attr ibuted to the lack of supply of the 
major steel products involved. 

While I know that all prophets travel a risky road, I arrive at the 
conclusion that steel availability will not be a serious obstacle to imple- 
mentation of the highway construction program authorized by the 
Highway Act of 1956. 
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Senator Gore. Thank you very much, Mr. Homer, for your reassur- 
ing statement. You state that you have seen nothing that in the fore- 
seeable future could cause the highway program to ‘suffer ¢ any overall 
delay that can be attributed to the supply of steel. How; as to overall 
delay, would you explain what you mean by overall delay ¢ 

Mr. Homer. What is meant there, Mr. Chairman, is that this is a long 
program. I am talking about the overall car rying out of the program 
on a realistic schedule over a period of years. We can foresee the pos- 
sibility of maybe some holdups here and there. You might have short- 
ages of all kinds, not only in steel. In the carrying out of any pro- 
grams there are always such risks. 

Making due allowance for what we estimate to be the capacity to 
carry out a program of this kind, it is our opinion that the steel indus- 
try should be able to supply it with steel to carry it along on a realistic 
basis. 

Senator Gorr. The reason why I inquire of you as to the meaning 
that you intended to apply to the words “overall delay” is that I have in 
mind a project in my own State, a passage through one of the principal 
cities. That particular project requires a good deal of steel because 
there is a viaduct, and clover leaves are involved, which make it quite 
a construction undertaking. 

I am advised that the estimates have been thrown so far out of line 
as a result of the inflation or the increased price of steel, that they can- 
not advertise the project for bids now, and they must resurvey, replan, 
reestimate. So, although the whole program might, by your assurance 
here, be completed in 15 years, there will undoubtedly be—if there are 
short: ages of steel and if there is an increase in the price of steel— 
delays i in particular segments of highways, especially those parts of the 
program that depend upon large quantities of steel. 

Would that not be so / 

Mr. Homer. It might well be. We have no way of checking what 
the original estimates are to do a job, and if they are not sufficient to 
do the job it might cause delay. 

Senator Gore. I was informed that they were thought to be sufficient 
at the time, but that the price of steel meanwhile have increased to 
such an extent that they are unrealistic now, and since this committee 
adjourned this forenoon the mayor of the city of Memphis has con- 
tacted me. The city is undertaking to build an electric steam generat- 
ing plant to replace the notorious Dixon-Yates proposal. He tells me 
they are having great difficulty in obtaining steel or a commitment 
for steel within any reasonable period of time in order to build a plant. 

So this is a problem, as you well recognize, that is not alone a threat 
to the highway program, but the steel shortages, particularly in the 
structural steels and shapes, threaten to delay the building of gener- 
ating plants, schools, hospitals, churches. 

Mr. Homer. What you have described is quite possibly happening, 
Mr. Chairman. However, as to price or the cost of steel, I think it 
has been testified here, and I heard it this morning and I also read it 
in the testimony before your committee previously, that the cost of 
steel is only about 5 percent of the total cost. 

Now, we have a large construction program under way ourselves. 
We make up estimates. We have currently committed for expansion 
somewhere around $300 million of work to be done in expandin 
some of these things I mentioned, and in other directions. We find, 
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highly independent of any steel price, that all costs are going up— 
labor, materials, equipment. It could quite readily happen as you 
have described that when an estimate is made of the total job, if 
enough allowance has not been made there for increases that are 
coming or that we have today, that you find you might run over the 
estimate. 

We are following 15 to 20 percent margins in our estimates today 
because of increases of costs that we feel are bound to come. Now 
that is the general economic condition here in the country today. I 
do not think you can attribute it to steel any more than you can to a 
lot of other factors. 

Certainly, in a construction program the effect of what they were 
mentioning today, a 12-percent increase in the price of steel, is a very 
much smaller percentage in the total overall job. Certainly that by 
itself would not create the situation you have described, where your 
estimates have been found to be way below what the actual cost of 
the job is going to be. 

That is my judgment on what you have explained to me, knowing 
very little about what the conditions are that you have described. 

Senator Gore. Mr. Homer, I have not intended to imply that the 
increase in the price of steel would alone create the acuteness which 
we experience in the supply situation and the cost situation. 

Mr. Homer. Good. I am glad to hear that. I thought you were 
implying steel is causing it, but I am glad you are not. 

enator Gore. I did not. I think it is having a major part in 
causing it, but not alone. 

I happen to be associated with a very small hardware concern. 
Every item that that little concern sells that has metal in it is going 
up. It has gone up not just 12 percent, but considerably more than 
that. Whether it is a screwdriver, or fencing, tractor parts, or what- 
ever it is, it has gone up very much. 

We cannot afford, in my opinion, to underestimate the inflationary 
effect on the whole economy of price increases in a basic metal. 

As you well know, our distribution system and our mercantile sys- 
tem depend upon percentage markups; so when there is a 12-percent 
increase in the — of steel that goes into a product, then there is a 
percentage markup and profit markup by the manufacturer. Then 
there is a percentage markup by the jobber, the wholesaler and the 
retailer. So it is a compounded proposition. 

Mr. Homer. That is right. Well, so are steel costs a compounded 
situation of many materials and many labor costs; many indirect 
items that all add in our economy today, as it is, increased costs. 

You have mentioned, and I noticed this morning your great interest 
in the expansion of the steel industry to take care of the needs of our 
country. I think it is very important and I think we are all trying to 
do what we can to meet the needs as they come along, but it is a long- 
range situation with us. You cannot create capacity overnight. You 
can plan a new steel mill today, but you do not finish it for 3 or 4 
years and get it into operation. During that time we have all these 
increases you are speaking of. 

Why is it? Because we have many factors in our economy that are 
causing inflation, if you want to call it that; that are causing increased 
costs. The price of steel is only the result of all those things going on. 


_- 
— 
= 


ad 


bu 
an 
cal 
ste 


fer 


mi 
de 
int 
gr 


ing 





CT 


wr mm tw *"e« cr 


a OD 


NATIONAL HIGHWAY PROGRAM 281 


We have materials to buy, starting with the basic raw materials, and all 
of that goes up. 

Why does that go up? Well labor goes up in the mines. The 
freight rates to transport that go up. The ocean rates on ships to 
transport that from foreign countries goes up. So the cost of ore in 
our plants increases. After we get that ore we have to process it. 
We process it in facilities that cost more than ever before, so that the 
charges on that end of it are higher. Then we have to apply labor. 
The labor costs come in and they are in turn higher than they have 
ever been before. 

So that although we have improved productivity from the stand- 
point of the number of tons we are producing, the labor costs are so 
much higher than could possibly be gained through the productivity 
route that the net result is an increase in the cost of producing. 

All of that is reflected. It is reflected in the final cost of our social 
security programs. They are all indirect costs, and they have built 
up to a tremendous item. If you could go back over our comparative 
cost figures for just a few years and see what the tremendous burden 
is that industry is carrying today—lI am not saying it is not all right, 
but there is a trend in the direction of industry having to support, in an 
indirect way, many of these social improvements, which we thoroughly 
believe in. We think it is a fine thing, but I am pointing out that no 
matter what you do you cannot get away from the cost of it, and every- 
thing in our country and our economy is going to have to bear it. 

So we are all, Senator, in more or less the same situation and you 
cannot pin it on any one particular thing, but you have to recognize 
what is going on in our country today, and accept it until something 
happens that will stop it. When that comes—and I notice that Mr. 
Humphrey has sounded a little note in that direction—when that 
comes it is going to be something that we do not want and we do not 
like, and it is going to be very bad for all of us. 

Senator Gore. Did you notice that Mr. Eisenhower said that was 
an off note? 

Mr. Homer. Sometimes it is a good thing to just mention an off note, 
so that we do not forget the direction we are going in. 

I do not know whether that explains it or not, Senator. 

Senator Gore. It does not to my satisfaction explain why steel 
prices have increased 12 percent, while the general price index has 
advanced 6 percent. I can agree with you that the increased price 
of steel is, in part, caused by an increase in the general price index, 
but I cannot understand how a general increase of 6 percent, that is, 
an increase of 6 percent in the general price index, could possibly 
cause a 12 percent increase in the price of steel. It seems to me in- 
stead of steel following the pack, steel is leading the pack. 

Mr. Homer. No. I do not think that can be substantiated. 

Senator Gore. How would you explain it? 

Mr. Homer. A general price index is a compilation of a lot of dif- 
ferent prices, and there are things in it that do not have anything 
to do with the factors that the steel industry has to do with. You 
might even have some lower prices in a general commodity price in- 
dex with things in it going down, but all of the things that might go 
into steel or into manufactured items that go into a construction pro- 
gram like your road-building program, or go into our plants in build- 
ing new plants, or operating our plants, may be much higher than that 
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6 percent. So you have to use the factors that apply to the particular 
business. 

The price of corn or hogs out in the West does not have any effect 
on our producing steel, necessarily. Do you see what I mean? 

Senator Gorge. I see what you mean. Are you trying to say to us, 
or are you saying to us, that you have increased the price of steel in 
direct proportion in the last 6 months to your increase in costs? 

Mr. Homer. No, I am not saying that because it is not true. In 
fact, we have been losing ground. Our costs have gone up more 
than has been gained through any price increase, so that our profit 
margin is going down, and it is continuing to do that and will con- 
tinue to do that in the future, in my opinion. 

We are running into a very serious question as to whether in our 
economy today, with all of the pressures and all of the efforts we are 
trying to put into it, we can keep our prices down. You were talking 
about supply and demand this morning and I was very much interested 
in that, and I am glad to know you are interested in it, because it has 
quite a bearing on this situation that we are dealing with today. 
You can let supply and demand run wild if you want to, and it does 
in some places, You can control it in others and keep it within 
bounds. It all depends on what kind of business you have. 

I do not want to take a lot of time talking like an economist here, 
but I feel very strongly about some of these things, and having the 
correct interpretation and viewpoint in connection with it. 

Senator Gore. The committee would welcome your views. 

Mr. Homer. If you let supply and demand run wild 

Senator Gore. How do you mean, let supply and demand in steel 
run wild? 

Mr. Homer. You were mentioning this morning that you thought 
the price situation adjusted itself so that you had the proper relation- 
ship between supply and demand. 

enator Gorge. No. I said I was talking back at college 

Mr. Homer. If I can go back to tandeenentela as your supply 
exceeds the demand then you have plenty of goods and your price 
should drop, shouldn’t it? If the fomnind exceeds the supply and 
you do not have enough goods to go around, then the price ought 
to go way up. That is the theory on which the law of supply and 
demand works. It is compensating things that come in. 

If you operate on that theory in the steel industry today our price 
is way too low to accomplish what the free action of the law of 
supply and demand should produce. Maybe we are wrong. Maybe 
our price is too low on steel. Maybe we should let it find its level 
somewhere by increasing 50 percent, and then somebody will not buy 
steel, and then we will have enough capacity to take care of it. 
You see? 

Instead of that our price in the steel industry is so low and has 
been so low—it is only 5 cents a pound for steel—it has been so low 
for so long that the people in this country think that that is where 
it ought to be. But today, with our high costs and our high invest- 
ment in the business, in order to expand we are running up against 
a real problem, because our prices are too low to give us a sufficient 
margin to reinvest in the business and get what you want to get, 
which is an adequate supply of steel at any time for your roadbuild- 
ing program, so that there is no holdup whatsover, and so that at any 
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moment you can pick it right off the shelf and go ahead and build 
a road, or a viaduct, or a bridge, and get it whenever you want it, 
regardless of any relationship to the supply. 

That just is not possible today. 

Senator Gore. You are not undertaking, are you, to finance your 
expansion out of profits? 

Mr. Homer. No; not entirely, but to a great extent we have to 
use retained earnings. 

As I see it now, Sen: do not want to get into this very 
complicated saalileeweniteanh some assistance in the direction of a 
proper depreciation allowance or accelerated amortization, the only 
way that this expansion program can be adequately finance ed is out of 

earnings. You are limited in what you can borrow. 

Senator Gore. Why? Can you not issue debentures ? 

Mr. Homer. Yes. That is one way of creating equity capital— 
when the debentures are convertible into common stock—but that is 
limited. The stockholder just will not put his money into your busi- 
ness if he does not think he is going to get an adequate return. If 
we consider the investment we have in business today and evaluate 
it on a basis of cost per ton, and then compare that with what we 
have to put in tomorrow to build a new plant to create the new 
capacity the return on that investment is not sufficient to interest 
any investor in putting any equity capital into the steel business. 

Senator Gorr. Have you undertaken 

Mr. Homer. I can give you a very long and itemized dissertation 
on that some time, but I do not think you want to bring it in here. 
I think it has a lot to do with the overall economic picture in our 
country. 

We are now denied the accelerated amortization, which we have 
been using in many of our expansions up to the moment, and where 
we go from here is a real pro lem, unless we get adequate earnings 
to assist us in paying for this expansion. That means higher prices. 

Senator Gore. Has your particular concern made a specific appli- 
cation for rapid depreciation ? 

Mr. Homer. Yes. 

Senator Gorr. And been denied ? 

Mr. Homer. Oh, yes. The whole industry has been denied. 

Senator Gore. I know the whole industry has, but I was won- 
dering—— 

Mr. Homer. Only a few weeks ago. 

Senator Gore. I’ knew the whole industry has just had it denied, 
but I wondered if Bethlehem had. 

Mr. Homer. Oh, yes. 

Senator Gore. Where did you propose this particular expansion 

Mr. Homer. Well, the expansion, the biggest one—and we had 
many on file—the biggest one is in our Lackawanna plant at Buf- 
falo, N. Y. 

Senator Gorr. I have not studied the question of rapid deprecia- 
tion and amortization sufficiently to take a position on it. I have the 
preliminary feeling that there is an assured demand and market for 
vour product ; that is, for the product of your expanded productive 
facilities. 

I would wonder, therefore, how the Government could justify 
rapid amortization when you were not undertaking a risk on the basis 
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of national interest, but rather on the expectation of private profit. 

Mr. Homer. Well, of course, that is one of the difficulties they 
run into under the present law. They have to relate it to national 
defense, really, when you come right down to it—the national pro- 
tection. It is hard today to relate it to that. That is one of the 
difficulties. 

As you build a new steel plant and if you relate it only to national 
defense, to get a supply of steel as a reserve for national defense, it 
is rather hard to justify. That is one of the difficulties. 

Senator Gore. You are touching on some very important questions. 
The whole question of relationship between cost and price and the 
demand and supply of a commodity which is supplied by a very few 
suppliers is something that I think deserves and perhaps requires 
examination. It is hard within the jurisdiction of this subcommittee 
to do it, although I assure you I would be very pleased to participate 
in such an examination. 

I wonder, in view of your 3-year labor contract, why the escalator 
clause is necessary or justified in your contract to supply steel? 

Mr. Homer. You mean the cost of living? 

Senator Gore. What is your escalator clause? Many of these people 
who are interested in bidding and are bidding on highway contracts— 
including some State commissioners of highways to whom I have 
talked—numbers of people across the country, tell me that they can 
only get a contract to buy steel with an escalator clause. Therefore, 
in bidding on contracts if they are very prudent, unless they want 
to be an outright gambler they must really calculate at the highest 
point of the escalator clause. 

Mr. Homer. There is nothing new about that. We signed during 
World War II, millions and millions of dollars’ worth of contracts 
with the Government for building ships under escalation clauses, and 
we still do so today. It is a question as to who takes the risk. If the 
contractor wants to estimate that he is not going to be faced with 
any increase in costs in the steel industry he will take the present- 
day price and say that is what it is going to be and I do not think 
there is going to be any increase. Then he is assuming that risk. We, 
on the other hand, might say, well, we will put a stop on the total 
with a top limit and give you your choice—give him a choice as to 
which one he wants to use. Either he takes it at the present price 
or he takes it subject to escalation with a stop on it. He elects which 
risk to run. 

Senator Gore. Does the buyer have a choice in contract with 
your 
: Mr. Homer. For certain products under certain conditions we do. 

Senator Gore. What, for instance, on structural steel ? 

Mr. Homer. He can elect to take the material at the price at time of 
shipment. In other words, he takes a gamble. 

Senator Gore. You would enter into a contract to ship 

Mr. Homer. Or in some products we will say we might put a stop 
on it like $5 a ton, or something of that kind, and we take the risk, if 
he wants todothat. But he knows what the top limit is. That is not 
on all products, but it depends on what kind of a job it is. 

For instance, on a shipbuilding proposal, we may quote both ways— 
fixed price or what we call an adjusted price with a material and labor 
escalation. The escalation is related to some index that gives a fair 
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relationship to the actual costs as they come along. The owner has a 
choice. If he wants to have his liability fixed as to what he has to pay, 
he takes the fixed price. If he wants to take a gamble that the cost to 
him may be less than that, he can take it with escalation. 

Senator Gore. Do you think prices are going to increase further? 

Mr. Homer. Yes. 

Senator Gorr. How much do you estimate the price of steel will rise 
in 1957? 

Mr. Homer. I have no idea. It all depends on what happens to 
many factors in this country. 

Senator Gorz. But you think it will rise? 

Mr. Homer. I do not see how we can avoid it, Senator. The reason 
for it is we have a 3-year contract with labor in which is provided 
certain increases each year on certain dates. That is the price that has 
to be paid for a long-term contract under our present economy here. 

Senator Gore. Is. there any index date yet to be reached in 1957, or 
was it not reached on the Ist of January ? 

Mr. Homer. I beg your pardon ? 

Senator Gore. W "hi at are the index dates in your contracts 

Mr. Homer. There will be one in the first part of July and hey come 
about every year through that period, about the same time. And on 
top of that we have a cost-of-living factor. We had to grant 3 cents 
the first year on account of the cost- ~of-livi ing increases. 

Senator Gore. Well, 3 cents an hour would not seriously affect the 
cost of steel; would it? 

Mr. Homer. There has not been any price increase. We have ab- 
sorbed it. 

Senator Gore. Do you not get some benefit from increased produc- 
tivity per man-hour? 

Mr. Homer. From what? From paying them more money ? 

Senator Gore. Do you not get a compensating benefit from increased 
productivity per man-hour ? 

Mr. Homer. Well, we would like to have it work out that way, that 
for every 10 cents more we pay them we get increased productivity. 
But that has not been true. We doubt very much if there has been 
much improvement in the productivity per man as such. We find our 
productivity improvement is because we have put in equipment. We 
have spent capital to create mills electrically controlled—pushbutton 
controlled, so that one man can do a lot more than he ever did before. 
So that the productivity increase is due to the capital that has been put 
in there, and not because the man himself produces more. 

Senator Gorr. Are you sure Mr. McDonald would agree with you? 

Mr. Homer. Yes. I think he will. I think he will fund: amentally. 
I think he recognizes that, and therefore he is in favor of the improve- 
ment in the facilities and improvement in productivity, although I 
think he takes a little bit too much credit for it. And you really 
can’t prove it, you know. I think they are in favor of it because what 
it means is that we can turn out more tonnage of steel on a more 
efficient basis, and by so doing we can offset the increased way:es to a 
certain extent that we pay Mr. McDonald’s members, and therefore 
they benefit individually. They benefit individually, but it costs 
money to do that. So we get right back to where we started here. 

You have to put in more money into your business, and where is it 
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going to come from? If you pay it all out to labor—and we are com- 
mitted to for the next 3 years to pay a great deal out for labor—you 
are going to end up that if the prices remain exactly the same you are 
going to end up withont any profit. Now, you cannot afford to do 
that. You could not afford as a representative of our country in the 
Senate to have the steel industry go busted. Our country could not 
afford it. 

Senator Gore. I have not proposed that. 

Mr. Homer. No, but I am pointing out to you that there is a 
danger of it if we do not appreciate what the trends are and where 
we are going. 

Senator Gore. Neither do I think, Mr. Homer, that as an official of 
the Government of the United States, viewing as I do the seriousness 
of a threatened steel shortage, that I can fail to call it to the atten- 
tion of the country and the C ongress and the industry and to develop 
the facts insofar as those facts can be developed by the subcommittee 
of which I am chairman. Would you agree with that exercise of 
responsibility ? 

Mr. Homer. I am all for developing facts because I think that 
that forms a basis for a proper judgment on a lot of these problems 
that we all have. 

Senator Gorr. Now that we agree on that, you say you expect prices 
to increase. Do you expect the demand for steel products, particularly 
structural shapes and plates, to increase for the next 3 years at a 

rate in excess of the increase in productive capacity? 

Mr. Homer. I have already commented on that, that in our judg- 
ment, as we see it now, we think we ought to be able with the increased 
capacity coming in to take care of the requirements over a reasonable 
period of time. In other words, we cannot catch up with where we 
are now, tomorrow. But as this comes in through the year—and next 
year we think we will be in a good position to take a of the re- 
quirements. In fact, we may have excess capacity. I do not know. 
It is quite likely. We have had it in the past few years, just a couple 
of years ago. 

Senator Gore. What is your backlog of orders ? 

Mr. Homer. Well, you have to define that, Senator, a little bit more 

carefully. I would say that for the next 6 months it looks as if we 
are going to be running about 100 percent. That is the way it looks 
to me. 

Senator Gore. One hundred percent capacity ? 

Mr. Homer. One hundred percent capacity. It varies in the dif- 
ferent categories. Wire products are down a little bit now. Indus- 
trial fasteners may be down a little bit. We have full demands in 
other products. But the total picture would indicate that we are 
going to be doing all we can in producing steel for the next 6 months. 
We do not go beyond that because it is very difficult to estimate just 
what the current demand will be as we go along; but I would say that 
we are going to be oper ating at a very high rate. 

Senator Gore. Even if you produce at 100 percent of capacity- 
and I surely hope } ill—and that your profit picture is improved 
thereby— 

Mr. Homer. Well, we are there now, so we do not see any chance of 
that. We are there at 100 percent now so we cannot see operating 
any more at 100 percent is going to improve the profit picture. What 
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I am afraid of is we have increased freight rates, ore costs, and in- 
creased labor costs coming up, so the cost picture is not going to be 
improved. 

Senator Gore. If you operated at 100 percent of capacity for the 
next 6 months, would you be able to supply the orders which you 
have accepted for the next 6 months ? 

Mr. Homer. According to our schedule. That is what our schedule 
is. We contemplate operating on that basis to take care of the orders 
we have. The schedule for that period 

Senator Gorr. How did you decide what orders to accept? Have 
you had requests for steel m excess of the orders which you have ac- 
cepted for the next 6 months / 

Mr. Homer. Yes. We get it all the time, Senator. Five people 
may bid on a job and the five people may come to us and say, “We 
want you to furnish us with steel.” We do not know who is going 
to get the job, but if we quote the five people, what do we do? Do 
we multiply each 1 by 5, or take each one to be on our books as an 
order? We do not know which one will get the order. That is the 
difficulty in estimating demand. 

Senator Gore. I am not speaking of an inquiry. I am speaking of 
firm requests. For instance, there is nothing speculative about the 
city of Memphis wanting to buy steel. They are not bidding on the 
job. They want to buy steel. They have a city of half a million 
people. They will soon be very short of power, and they need steel. 
There is nothing speculative about it. They have issued bonds to 
pay for the steel, and yet they are having great difficulty in getting it. 

What do we do with a situation like that ¢ 

Mr. Homer. I would like to have Mr. Stephens comment on that. 

Mr. Sreruens. I am not familiar with the Memphis job. 

Senator Gore. Taking it as a hypothetical case. 

Mr. SrerHens. We can talk about that one, if you wish. I serve on 
the task force of the Iron and Steel Division in the Department of 
Commerce. It could be that the city of Memphis is waiting for fabri- 
cated steel. I do not know the picture of the fabricator, as to whether 
or not he is waiting for mil] steel. There may be delays in design, or 
delays in fabrication, or delays in engineering. That results in the 
steel getting to the job site later than desired. It does not necessarily 
reflect that the sole and only reason for the delay on the job is the 
rolling back at the steel mill level. 

Do I make that clear to you? 

Senator Gore. It is very clear, but as was developed this morning, 
when there is a shortage of suppliers and there is a rationing of 
product among the established customers or fabricators, then a new 
fabricator has great difficulty, and indeed he may find it utterly 
impossible to develop fabricating capacity for want of a supply of 
steel himself. 

Mr. StepHens. We found that during the strike and work stoppage 
in July and in the early part of August, we know of no fabricator that 
stopped working because he didn’t have enough stock on hand to keep 
on working. When we came out of the strike our schedules were dis- 
rupted somewhat, as Mr. Homer said, by getting even on the board 
with rated tonnage which we set at 3 months, and we had to do a 3- 
month job in 6 weeks. In the meantime the fabricator was trying 
to do two things: Trying to keep his jobs going and also replace the 
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inventory that he lived on during the work stoppage. That has com- 
plicated all of this situation, particularly in the fabricated structural 
business. Weare emerging from it today. What I mean to say is that 
orders for plain materials that are accepted for March shipment are 
being shipped in March. The orders we accepted for July shipment, 
sir, for example, were not shipped until October or maybe the early 
part of November. So that our schedules today are much more 
realistic because we are getting over the effects of the work stoppage. 

Senator Gorr. Senator McNamara? 

Senator McNamara. I was interested in that line of reasoning about 
increased costs where much was made of the increase in labor costs. 
One of the factors that we would need in giving consideration to the 
relative costs of steel are the component parts as you point out. 

I was wondering what percentage of your cost is direct labor cost. 

Mr. Homer. We estimete that our employment costs run pretty 
close to 45 to 50 percent of the total. 

Senator McNamara. Direct labor in the steel industry is about 45 
to 50 percent ? 

Mr. Homer. That is right. When you go back to indirect you are 
right back to your raw materials, and I think you can get up to almost 
85 percent going to labor in one way or another. 

Senator McNamara. But you mentioned the increased cost of ore. 
When you talked about the increased cost of ore then you talked about 
all of the increases. 

Mr. Homer. That is right. 

Senator McNamara. So you do not repeat it again. The increase 
in cost of shipping is all of the increases in shipping. I am talkin 
about your direct labor cost after these costs. You put that at 45 to 
50 percent ? 

Mr. Homer. Yes. I think it runs about that in the steel industry. 
It is a big proportion. It is much larger in the steel industry than 
some other industry. i 

Senator McNamara. Apparently it is if you got a 12-percent in- 
crease overall, and you certainly have not had a 24-percent increase in 
your labor costs, which it would be if it were 50 percent of your direct 
costs. 

Mr. Homer. Of course, you have your indirect people as well. 

Senator McNamara. But you take it into consideration when you 
state that the ore costs have increased. 1 

Mr. Homer. I mean, indirect labor, like our overhead people, or our 
salaried people, and all of that. They have to have a relationship 
to your hourly people—the direct labor. So when your direct labor 
goes up your indirect labor also goes up. If you don’t, then over a 
period of years you pay more money proportionally to your hourly 
paid people than to your salaried people. You have to keep a proper 
relationship there so that it affects all in an equitable manner. 

Senator McNamara. We have heard from the labor people that 
the other guy is riding on his ticket. 

Mr. Homer. That is right. And the labor people claim that they 
ought to help pay for it, too. . 

Senator McNamara. I think so. 

Senator Gore. Senator Scott, did you have any questions? 

Senator Scott. No; I have not. 
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Senator Gore. Mr. Homer, what would be the attitude of your cor- 
poration, if you can speak for it in this regard, if the most responsible 
forecasts that can be developed and relied upon forecast a steel de- 
mand 5 years from now that would be 10 million tons per year in 
excess of existing or planned production facilities? Would your 
concern wish then, in your opinion, to engage in the construction of 
additional capacity, or would you await a decision of the Government 
to give you rapid amortization ? 

Mr. Homer. Well, you have asked several questions, Mr. Chairman. 
I will, try to approach the whole problem in a general way and then 
try to answer it more specifically. 

The problem of expansion in the steel industry has to be related to 
the demand for steel and that, in turn, has to be related to certain 
factors that would guide you as to what that demand might be. 
When you gaze into the crystal ball, there are very few guides. You 
do not have signs along the road which say “So many miles to such- 
and-such a place.” But we are able to look back and be guided a 
little bit by what has happened in the past in projecting ourselves 
into the future. 

One of the big tests, I think, or figures that we can use, which is 
very helpful in projecting things, is what you call the gross national 
product, which is the measure of all the goods and services that we 
produce. It so happens in looking back into the past there has seemed 
to be a direct relationship between the gross national product and the 
production of steel. So that is one thing that we can use as a test 
as to where we are going. 

Another one is the matter of population. We are growing. Our 
population in this country is growing quite rapidly. 

Senator Gore. Far more rapidly than the supposedly best. authori- 
ties only a decade ago forecast. 

Mr. Homer. Well, it is a little up and down, but on the average it is 
growing quite rapidly. When you take that into consideration, the 
increase over a period of years in the population, and relate that to 
the third thing, which is per capita consumption, for instance, in steel 
our per capita consumption has been increasing right along. So if 
the per capita consumption increases and your population increases, 
then your gross national product usually is bound to increase under 
those conditions, and you get a combination of factors which gives you 
some idea as to where there might be a possible capacity for the steel 
industry in the future to determine. 

There are three big “ifs” in it. So taking anybody’s figures—and I 
do not know where your figures come from—as to whether there would 
be a shortage of steel or not, we would have to give very careful con- 
sideration to the assumptions that are made in predicting where we 
would be 10 or 15 or 20 years from now. 

In our judgment if we go along the way we have been doing in the 
gross national product, in the population and in per capita consump- 
tion, we estimate that by 1970 we should end somewhere around be- 
tween 190 million and 200 million ingot ton capacity in the steel in- 
dustry in order to take care of our demand properly. 

Now, a lot of things can happen in 15 years. We do not know 
whether there is going to be a slow-up or whether there is going to be 
an acceleration, but that is the long-term projection and you have to 
take some of these projections with a little grain of salt. There will 
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be differences of opinion. So I do not think you can take any one 
authority and say that is it, and that we ay to do it. 

Senator Gorg. It is not an exact science by any means. 

Mr. Homer. No, it is not; but it is a ihe as to where we should 
go, and it is also helpful in laying your plans for the future. Whether 
‘you can meet that goal or not depends on a number of things, and 
some of them I have already mentioned. Our ability to finance the 
expansion; proper judgment as to how much it should be, because if 
we get over capacity we get into trouble just the same as we get into 
a 3 if we have undereapac ity. 

I do not know how much time we have here. This is a very interest- 
ing subject to me and maybe I am taking too much of the time of the 
other people who would like to testify, but we are expanding in the 
industry and there is no question about that. 

As far as Bethlehem is concerned, we hope to be able to do our share 
of expansion toward these goals that we see ahead. I think that our 
record over the last—this is 1957—over the last 10 years, from 1946 on, 
shows we had a capacity of 12,900,000 tons at the ‘end of World War 
Il. Our capacity now is 20,500, 000 tons and in another year we ought 
to be up to about 23 million tons. That is doing our share of the ex- 
pansion in our economy. 

We intend to go forward more or less in accordance with the re- 
quirements as we see them by the general formula that I have just 
described to you, subject to the ups and downs of the economy, and 
maybe holding back a little here and there, but in the long run ex- 
panding, because we really believe that we have to go that route to 

take care of things if we are going to maintain our relative position 
in the industry. 

IT do not know how other people in the industry feel about it, but 
that is Bethlehem’s approach to it. 

Senator Gore. You would not be adverse to developing a produc- 
tive capacity something more than your present relative capacity or 
position in the industry, would you ? 

Mr. Homer. We have been doing that, so we cannot be adverse to it. 

Senator Gorr. I would hope you would be willing to do even more. 
I congratulate on the expansion that you have undertaken and have 
accomplished, and for your confidence in the country ; but I come back 
to something you said a moment ago. 

If I may explore this question ‘with you for a moment then I will 
call the others who have been invited. 

Mr. Homer. Certainly. 

Senator Gore. You said that there seemed to be a direct relationship 
between steel capacity back through the years and the gross national 
product. There must be a relationship. 

Mr. Homer. Thereis. That is what I said. 

Senator Gore. There can be no significant—oh, I guess maybe 
“significant” is not a good word, but there can be no major increase in 
the gross national product without it being accompanied by a general 
increase in steel capacity. I think steel is just that basic. 

Mr. Homer. Yes, but there could be an increase in steel capacity that 
would go beyond the growth of the gross national product, which 
would not be a good thing. 

Senator Gore. Except for some temporary period, has that ever 
occurred ? 
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Mr. Homer. Yes, it has occurred. There was a time back in the 
forties—in the 1939's and 1940’s—where the steel industry really felt 
they were overcapacitated and there was a very strong school of 
thought in that direction that we were way ahead. 

Senator Gore. That school of thought did not last very long. 

Mr. Homer. We were not operating anywhere near capacity. 

Senator Gore. Of course, you had a temporary thing. 

Mr. Homer. I can give you the figures on what we were operating 
at at that time in steel production. This is 1931. We all recognize 
that was a pretty bad time. 

Senator Gorn. Don’t take us back to that. 

Mr. Homer. But we are talking about long-range with gross national 
product, and we had it then. 

Senator Gore. But I do hope that private enterprise and the Gov- 
ernment itself have learned to overcome the economic mistakes and 
policies of that period. 

Mr. Homer. [ hope so, but let me give you a few spots. 

Senator Gore. Allright. 

Mr. Homer. In 1931 we operated at 38 percent of capacity. The 
low point was in 1932, when we operated at 16 percent of capacity. 

Then in 1934-35 we were around 35 to 39 percent of capacity. You 
can see why certain people in the industry felt that we had too much 
capacity then. We could not even keep busy what we had. 

Then we jumped up and the war came along. 

Senator Gone May I interrupt for just a minute there ? 

Mr. Homer. Yes. 

Senator Gorr. Maybe that is what Secretary Humphrey was talk- 
ing about when he referred to the curling of the hair. 

Mr. Homer. He certainly was. We had plenty of curlers on those 
days. 

Senator McNamara. You were not alone. 

Mr. Homer. In 1939 we got up to 70 percent, and in 1940, 93 percent. 
We began to feel the war situation quickly. Then through the war 
we were operating right along at almost a hundred with everything 
we could do. In 1946 we dropped to 77 percent of capacity. We 
jumped up to 99 in 1947, 97 in 1948, 88 in 1949, 100 in 1950, 102 im 1951, 
84 in 1952, 100 in 1953, 75 in 1954, 98 in 1955, and in 1956 with the 
strike we operated at 91.6. We were operating really 100 percent 
except for the strike. 

Senator Gore. You had a stoppage. 

Mr. Homer. But that gives you the fluctuations in production, which 
has a bearing on what capacity you should have in order to take care 
of the demands. 

Senator Gore. In addition to these three indices to which you re- 
ferred, would you not as a businessman directing a corporation take 
into consideration the pent-up demand—the national needs, and there- 
fore the demands for schools, for hospitals, etc.?- Would you not take 
into consideration the President’s Budget, the enacted highway pro- 
gram? And if you do, what capacity have you added, if any, as a 
result of the enactment of the highway bill of 1956? 

Mr. Homer. Of course, we had already started these expansions long 
before the highway bill came along. 

Senator Gore. I know you had started, but have you planned any 
since, as a result of it ? 
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Mr. Homer. And if we started today to bring in more it would be 
3 or 4 years before we would get it, so we could use it. Maybe more if 
we have to go back to raw materials. 

Senator Gore. I really intended to ask in my question if you had 
planned any increased capacity or added any increased capacity to 
your plant as a result of the highway bill of 1956? 

Mr. Homer. No. We already had it under way and at the time we 
started the structural steel mill expansion we were taking a gamble. 
We put 50 percent more capacity in and we did not have anything but 
a guess as to whether we would ever be able to keep that going, because 
we had had many years in the past when some of our top people said, 
“You are taking a gamble you should not take and you are wasting the 
stockholders’ money. You will never be able to operate at 100 per- 
cent.” But before we had it finished we had such a demand that we 
could use it right now. But will it last tomorrow? Well, with your 
highway program, maybe it will. But we did not know about it when 
we started. 

Senator Gore. But now that it is 

Mr. Homer. And maybe we will have toadd more. Maybe we have 
to add more, but we want to see how this works out a little first. We 
think that the steel industry, with the additional capacity we have, 
and others in the industry have, that we can take care of the program 
as we see it on a normal basis. 

Senator Gorr. Then you express to this committee absolute confi- 
dence that there will be no serious shortage of steel in the next 10 years ? 

Mr. Homer. My answer to that, Senator, is that the people in the 
steel industry try to keep abreast of things and to meet the require- 
ments of the country as best they can, and I am sure that they will. I 
hope that you will feel that you have enough confidence in the people 
in the steel industry that they know their business and see far enough 
in their viewing the future—that they have sufficient foresight to try to 
anticipate and take care of these requirements. 

Certainly over the past 10 years if you go over the record you can- 
not draw any other conclusion, in my opinion. The steel industry is 
alert to the requirements of the country. They have expanded and 
are still expanding, and they must continue to expand and take care 
of the requirements. 

If you can have confidence in the steel industry to do the job, I am 
sure they are going to do it properly. 

Senator Gorr. Senator McNamara. 

Senator McNamara. We are concerned naturally because of the 
factors mentioned earlier today about this sudden increase in ship- 
building, which takes a great deal of the steel production too. Cer- 
tainly you could not have planned for this, because this was brought 
on by the Suez situation largely. 

Mr. Homer. “hat is right. It happened largely in the last 6 
months. 

Senator McNamara. So you can understand the concern of the 
chairman with this coming on when you could not plan for this, and 
these were not foreseeable things. 

Mr. Homer. That is right. You had all of these important de- 
mands culminating in one short period. If every requirement were 
satisfied it would be a very difficult problem, but we think it can be 
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pened around a little bit. You cannot take all of the steel away from 
e shipbuilding program and give it to the public-roads program. 
It would never do because you will not be ready for it, and we will 
have enough to take care of it. We cannot take all of the steel away 
from the freight car building program, or the oil pipeline program, 
or the bridge-building program, and give it to the shipyards, because 
then you would have us right down here tomorrow, as you have us 
now, because you are worrying about your road-building program. 

Senator McNamara. We hope we do not get into any priorities. 

Mr. Homer. Maybe tomorrow we will be talking about the ship- 
building program to a chairman of another committee and he will 
say, “You have to supply the shipbuilding industry, you see.” So it 
is a compromise and is something we have to live with, and that we 
are trying to do our best with, and I do not think you have to worry 
too much about it. 

Senator Gore. As I said this morning, and I hope you understood 
it, there is no purpose here of castigating you personally or the indus- 
try as such, but when I see constant increases in the price of steel— 
increases which outrun the general price increase by 100 percent—and 
when I see and hear reports of gray-market operations, if not black- 
market operations; when I see forecasts by responsible people of acute 
shortages; when I hear of cities and builders unable to buy steel, un- 
der hardly any conditions; when I hear of delayed deliveries up to 
20 months, then you can understand, I hope, the concern which I as 
a Member of the United States Senate feel. 

Mr. Homer. I understand. 

Senator Gore. And particularly so when it involves a product as 
basic as you and I agree that steel 1s. 

Mr. Homer. I can understand your apprehension and everything 
I have been saying here today, Senator, has been with the objective 
of trying to reduce that apprehension. 

Senator Gore. Everything I have been trying to say is designed to 
spur somebody to build more steel capacity. 

Mr. Homer. No. I do not think the solution is just building more 
steel capacity. I do not think that that is the answer. 

Senator Gorr. There must be more capacity if we are to have more 
steel. 

Mr. Homer. No. But to your particular problem that you are 
addressing yourself at the moment, which is the shortage that you 
see today, there might not be a shortage tomorrow. I do not think 
the answer to that is for everybody to rush in and build a lot more 
steel mills. You will not have them in time. We are already doing 
these things and you get the benefit of them, as all of you tried to 
point out. 

As Mr. Hood tried to point out this morning, and as I have, it is 
going along and on the way, and we will make these adjustments and 
try to take care of these programs that are almost created overnight. 

‘There is a big difference as to whether you have a program of steel, 
or a program requiring steel that is a long-range one built for a long- 
time use. The relative time factor in it is quite different than if you 
go out and you want a razor blade tomorrow, which is also made out 
of steel. If you cannot buy your razor blade in the drugstore when 
you go out then you think it is terrible; do you not? If you have 
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to go for a week without a shave, why, that would be even worse. 
But a week in the roadbuilding program is not anything at all. 

I am just trying to give you an idea of the relativity of this thing. 
You are building ‘for 25 or 30 years when you talk about these fabri- 
eated structures. It is a long time. Soa month or two one way or 
another does not make very much difference in that respect. 

There are so many other factors, like your engineering, and your 
land situation, and your planning, and scheduling—and, if I may say 
so, one of the important things that anybody in industry has to watch 
uot for when they go into a big program taking several years to do 
constructionally—and we are doing some of that now—is to plan it 
on an intelligent basis in relation to. two factors. One is the material 
available. The availability of material and the availability of labor. 
Those two things have to be known and have to be planned ahead 
before you can embark on any program on schedule. You have to 
schedule that ahead of time. 

We bring that up because from what I have seen and read in the 
testimony T am not sure whether the program you are talking about is 
a realistic one in relation to those two factors. I would like to ven- 
ture a suggestion to you that, if you want to get at the facts and the 
meat in this thing, start with those 2 things to see whether that has 
been properly planned over this 15 years in a realistic manner, as to 
your material supply and your labor supply and your ability to carry 
it through. 

That is a difficult thing to relate. The Government wants to do a 
certain thing, but there is a certain pace at which we can go. Cer- 
tainly in this country we go at a greater pace than almost any other 
place in the world, but that has its limits. That has its limits. 

So buying a razor blade or buying 1,000 miles of road are just as 
different as black and white, but they are both made out of steel. 

Senator Gore. Well, Mr. Homer, the committee is very grateful to 
you. You have made a fine contribution. It is entirely possible that 
about a year from now we would like to be favored again. 

Mr. Homer. I will be glad to come down at any time. 

Senator Gore. Thank you very much. 

Mr. Homer. Senator, I hand you herewith for incorporation in the 
record a pamphlet of the printed transcript of my address on “Meeting 
the Nation’s Need for Steel” delivered before the Investment B: vihiore 
Association on November 27, 1956. You can see from this talk that we 
are concerned about the same problem and also my approach to its 
solution. 

(The address is as follows:) 


MEETING THE NATION’S NEED FOR STEEL 


Address by Arthur B. Homer, President, Bethlem Steel Co., Before the Investment 
Bankers Association, Hollywood, Fla., Tuesday, November 27, 1956 


Mr. Chairman, ladies and gentlemen, some months ago, a very good friend 
of mine—a member of your much esteemed association—paid me the compliment 
of asking me to come down here to say a few words to this distinguished gather- 
ing. Whether or not his reputation for good judgment will be affected remains 
to be seen, I do want you to know that I consider the invitation to be a distinct 
honor as well as a real challenge. 

It is a challenge because you people are operating at the heart of our economic 
system, and those of us who are primarily engaged in turning out material things 
have need of your understanding. 
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When I considered what I should talk about on this occasion, the easiest thing 
to do was to decide what I shouldn’t attempt. I didn’t think that you would want 
to hear any global economic theorizing and I suspected that your convention 
here would give you plenty of advice on how to run your business. It seemed 
quite logical for me to confine my remarks to matter related to the steel industry. 

Now ‘I am here not as the spokesman for the steel industry as such, but as 
the president of Bethlehem Steel Co.—a company which is, if I may say it with 
due modesty but with great pride, a considerable factor in the industry. What 
] say with reference to Bethlehem will probably apply in some degree to all the 
other major producers. We have problems in common and we are approaching 
solutions to those problems in the same general directions. 

I think it is generally recognized today that the managers of large industrial 
companies have to keep in mind continually the interests of employees, customers, 
stockholders, and the country at large. The art of good management might be 
defined as the practicing of methods which will satisfactorily discharge these 
responsibilities in the face of such seeming conflicts as may arise. 

It is my observation that we have been making great progress in dealing with 
these occasional conflicts in the steel industry and that the interests of all groups 
are being better served today than ever before, 





A BALANCE OF GAINS 


We are getting nearer to realization on the part of all interests that a proper 
balance of gains is good for all and that excessive gain for immediate benefit 
to any one interest is bad for all. The professional manager of modern business 
sees clearly that serving all interests in an equitable manner is a major goal 
toward which he strives for the good of the whole. 

While partial realization of this goal may have been accomplished, it is difficult 
at times to resolye some of the conflicts which arise in our competitive economy 
where power may be used to force a gain for the benefit of one interest and 
thereby lead to conditions which may be detrimental to all. 

To anticipate and contend with such situations so that the end result will not 
adversely affect the interests of the whole is one of the most difficult functions 
of management today. 

The nature of this management challenge can be well illustrated by reference 
to the steel labor negotiations which took place this year. These negotiations 
produced a crisis for the industry and culminated in a costly strike, the effects of 
which are still being felt throughout the economy. Later I will outline 
the problem we faced, but first let me put it into the framework of the industry’s 
overall problem. 

RESPONSIBILITY TO THE NATION 


Let me start off with the statement that the American steel industry must 
expand its basic capacity to serve the Nation’s needs. That is our responsibility 
to the country asa whole. The national population is growing and our per capita 
consumption of steel is growing. Our whole economy is surging forward and 
the steel industry wants to keep pace. Manifestly, it does not want to retard 
this growth process by not producing enough of the basic material upon 
which growth depends, 

History indicates that the production of steel in our economy has a direct 
relationship to our gross national product—the measure of all goods and serv- 
ices produced. If the trends of growth continue in national production, in 
population and in per capita consumption of steel, the economy would probably 
require in 15 years an annual steel capacity of about 200 million ingot tons. 
This would mean an expansion of about 70 million tons, or over 50 percent, in 
capacity in the next 15 years. 

To expand to meet the Nation’s needs, including a safe margin for security 
purposes, is one of the problems the industry is facing. Expansion is proceed- 
ing at a rate of about 5 million additional ingot tons of steel a year through 1958. 
Some authorities estimate that within the next 5 years, the industry will need 
to spend well over $5 billion to create some 20 million tons of new capacity. 
These figures may not be precise but they indicate what we have to do to keep 
abreast of things. We naturally are concerned about doing the job and at the 
same time continuing to earn a satisfactory rate of return on the investment. 
Here we have a responsibility to another one of the interests about which I 
spoke previously. 
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RESPONSIBILITY TO INVESTORS 


I have no doubt that you are generally familiar with the situation. With 
today’s facility costs inflated in relation to the average cost of existing plant, 
the industry is running out of opportunities to add additional capacity at costs 
which would justify the investment at present earning levels. Some of-us are 
in better shape than others in this regard, but all of us who are going to ex- 
pand will be faced sooner or later with the necessity of adding new fully 
integrated facilities—from raw materials to finished products—at costs rang- 
ing to $300-$400 per ton of annual ingot capacity. To illustrate the implications 
of this let me cite Bethlehem’s current situation as an example. 

Current price-cost relationships provided Bethlehem with earnings in 1955 
which resulted in the respectable return of 13.4 percent on our total invested 
capital. That invested capital is represented by assets which include all our 
property, plant, and equipment, i. e., steel works, raw material and transporta- 
tion properties, shipyards, and fabricating works. Those physical assets hav- 
ing an original book value of $1,726 million are carried at $737 million net after 
depreciation, depletion, and amortization, or only about $37 per ton of ingot 
capacity as of December 31 last year. 

The question arises as to how we are going to add new steel capacity costing 
only, say $100 per ton today and perhaps $300 per ton or more tomorrow and 
maintain an adequate return on investment. This is a question which confronts 
the entire steel industry. 

One of our officials put the matter this way the other day. Given a 90 per- 
eent operation, with the current price structure and a representative mix of 
rolled steel products, a million tons of ingot capacity would produce billings of 
some $85 million. Take a profit margin on sales such as Bethlehem had last 
year—8.5 cents net income per dollar of total revenues—and your net profit per 
ton is around $7 per net ton of ingot capacity, which isn’t too good a result on 
an investment of $100 per ton and three times as bad if the investment is $300. 
Since we may assume that new facilities will be more efficient, the $7 figure could 
be raised somewhat, but the story would remain essentially the same. 


SERVING THE TOTAL ECONOMY 


What is the answer then? It seems clear to me that there is no one answer 
because all the interests mentioned become involved in the solution. One prem- 
ise we should start out on and have clearly in mind is that whatever is done 
should be for the good of the whole. In other words, we are talking about 
expansion to meet growing needs and the objective is to serve better our total 
economy, which if done properly should benefit ail. 

The investor should expect a reasonable return on any new investment and not 
be subjected to a decrease in the value of his money now in the business. 

The customer should expect to be able to get more steel to meet growing 
requirements and at reasonable prices. 

Labor should expect to gain from the creation of more jobs and increased 
productivity. 

The country as a whole should benefit from greater growth, volume and earn- 
ing power. 

It is not logical to expect that our customers, and in consequence the rest of 
the economy, should be saddled with the whole financial burden of a necessary 
expansion. More realistic pricing is obviously part of the answer. But be- 
cause new, high-cost facilities will be only a small part of total facilities, these 
necessary price adjustments for this purpose need not be drastic. A relatively 
small increase in earnings per ton spread over all products will maintain or 
improve the return on investment. 


GOVERNMENT RESPONSIBILITY 


One great assist which our Government made was through the accelerated 
amortization route, permitting for tax purposes deductions of a large part of 
the cost of new facilities over a 5-year period in lieu of the normal depreciation 
rate. This has been very helpful in returning cash to keep the ball rolling, 
but under existing Government policies it is being denied to the steel industry 
for the future expansion program. 

If accelerated amortization is denied, net reported earnings to the stock- 
holders will, of course, be higher, but because Federal taxes on income will also 
be higher, cash earnings—the source of funds for expansion and dividends— 
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will be lower. There are obvious limits to the amounts of bonds and equity 
securities that can be sold. Consequently, in the absence of substantial relief 
on the amortization front, steel managment will either have to generate addi- 
tional cash through higher earnings obtained by additional price inereases or 
will have to reduce expansion plans. 

The only other source of cash would be to reduce dividends—a policy which 
would be most shortsighted because it would foreclose the possibility of equity 
financing. 

You can well appreciate that we are going to need understanding help on a 
lot of fronts. We have a colossal job to do, and we want to do that job within 
the context of our free system. 


MANAGEMENT RESPONSIBILITY 


Each of us has a duty to combat inflationary pressures and we in the industry 
are deeply conscious of that duty. We intend to do everything possible to make 
our contribution through more efficient operation and thereby offset as much as 
possible the growing employment costs. 

I want to expand this point because I feel it is of utmost importance. There 
are two areas where management in the steel industry has a very clear-cut re- 
sponsibility for unremitting effort and progress, namely, increasing the effi- 
ciency of the operation and holding our unit employment costs reasonably 
stable. The latter means keeping increases in wages in reasonable relationship 
to increases in productivity. 

I believe I can say for the whole industry that very tangible progress has been 
made in the postwar years on the technological front. Today, more and more 
effort is being put into reasearch and the development of new and more efficient 
processes. In addition, some significant steps have been made in the right 
direction on the employment-cost front as well. 

Just recently, as many of you are aware, the Bureau of Labor Statistics re- 
leased its study on man-hours per unit of output in the basic steel industry of 
the United States. This is the first formal look that we have had in recent 
years at productivity trends in the industry. This Government study comes 
up with the conclusion that the steel industry, since the war, has been making 
productivity gains which, while varying sharply from year to year, average out 
to about the same rate of advance as the economy as a whole is achieving. 

In large part this increase reflects technological advances which have re- 
sulted from the money that has been invested to make more steel more effi- 
ciently. 

As the study also points out, there is a human factor here which is impossible 
to pin down to any figure. This human factor is expressed, as the study puts it, 
and I quote, “* * * in the effort, skill, organization, and application of both 
management and labor. Adoption of technological improvements is enhanced 
by a work force which has the capacity and willingness to learn, change, and 
adapt.” End quote. I certainly have no quarrel with that statement. 

Very wisely, I believe, the Bureau of Labor Statistics didn’t undertake the 
job of deciding how much of the industry’s productivity gain is due to the 
human factor and how much is attributable to better machines and techniques. 
Deciding that one is not the proper function of Bureau of Labor Statistics. But 
living with this problem is something that is very much on the minds of those 
responsible for decision in the American steel industry, for here is where man- 
agement’s responsibility to employees, owners, customers, and the Nation comes 
into sharp focus. 

WAGES AND PRODUCTIVITY 


The economist, Sumner H. Slichter, put it this way not long ago: “In recent 
years the engineers and managers have raised output per man-hour faster than 
ever before—about 3 percent a year for the economy as a whole. But wages 
and fringe benefits in the years 1955 and 1956 have been rising at an even faster 
rate—roughly 5 percent a year. Evidence supports the view that the long-run 
movement of labor costs, and hence the price level, will be upward.” End 
quote. 

Let me assure you that this insidious trend of labor costs to exceed pro- 
ductivity gains was very much in the minds of the managers of the American 
steel industry as the time for negotiating this year’s labor contracts approached. 

In a private economy, there is no room for doubt that if wage costs rise 
faster than productivity, unit costs go up and the prices of goods will increase. 
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The record of the period immediately prior to World War II and the period after 
the war shows that money wages rose faster than productivity, with resulting 
inereases in unit labor costs. The result is that the dollar has been cheapened 
and a large portion of the apparent wage gains has been wiped out. 


STEEL LABOR CONSIDERATION 


It seemed clear to those of us in the steel wage negotiations that we had be- 
fore us a set of major considerations which involved the long-term best interests 
of employees, stockholders, customers, and the country. These were: 

To secure a long-term contract—5 years, if possible, but no less than 3. 

To try to get employment costs in more realistic relationship with produc- 
tivity, since not only employees, but also stockholders and consumers are en- 
titled to share in the benefits of productivity increases. 

We wanted to stabilize labor costs so that the companies could go ahead with 
expansion programs to produce enough to meet the needs of our customers. 

We wanted to avoid the economic wastage of strikes every year. With the 
threat of strikes removed, our customers could count on steady supply and could 
stabilize their inventories. As suppliers, we wouldn’t be faced with such sharp 
peaks and valleys of demand, and our operating costs would benefit from a more 
constant rate of production. 

Finally, we thought it a good idea from every point of view that the economic 
conditions of employees be stabilized so that they, too, could plan ahead. 

These were the matters most on our minds when we went into negotiations 
with the union. I submit that they should have been the union major considera- 
tions as well, for the seeming conflict of interest disappears when you take a 
good, hard look at it. As the manager of a large enterprise, I want our employees 
to make larger and larger real incomes, not just more dollars of steadily diminish- 
ing worth. I want our prices to customers to be as low as possible. And I want 
the enterprise to earn enough to give the owners a fair return. I do not believe 
there is any inconsistency in those objectives. 

However, these objectives cannot be achieved if one party must be served at 
the expense of others. Our era calls for industrial statesmanship. It also calls 
for statesmanship on the part of labor leaders. I recognize that organized labor 
is having its growing pains, and that there are competitive and political pressures 
which complicate the lives of labor’s leaders. These men have their very real 
problems, too, but they also wield very great power, and with power comes 
responsibility, or the result is very real trouble. 


LABOR SUPPLY AND DEMAND 


One of the basic reasons for labor’s strong position today was recently summed 
up by Dr. Lionel D. Edie in a study of population trends. He points out that dur- 
ing the decade of the 1950’s the number of people of working age will increase 
by only 6 percent while the number of people of nonworking age—under 16 and 
over 65—will increase by 36 percent. In other words, we have a supply-demand 
factor at work here which is bound to have its impact on wage patterns. 

Dr. Edie states that this supply-demand situation is the reason why the labor 
unions are able to negotiate an excessive wage pattern in this period of the middle 
fifties. He says that this is a time when wages will increase in each year about 
1% percent more than will productivity. In turn, this means that the all-com- 
modity wholesale price index will increase some 15 percent during the decade 
we are now in. 

Given statesmanship and genuine responsibility on the part of industry, labor, 
and Government, we can hope that this self-defeating wage-price spiral can be 
held to more moderate proportions. It is pretty close to a sure thing that if 
such responsibility is lacking, inflation may gain more ground than Dr. Edie 
predicts. 

PROGRESS ON EMPLOY MENT COSTS 


I am not sure just how economic historians of the future may look on the 
results of the 1956 steel wage negotiations, but I have a feeling that some vic- 
tories for good sense were won. I know the idea of a long-term contract appeals 
to the man in the mill—and to his wife. And it seems clear that the necessity 
of restricting future wage increases in general to the Nation’s increasing ability 
to turn out goods and services now has wider acceptance. In addition, the idea 
that consumers, stockholders, and the public, generally, ought to share in this 
increase, as they should, has gained currency. 
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We did win 3 years of peace on the labor front and I think we have made some 
points which pay off in the future—for everyone involved. But our sense of 
concern about our responsibilities to all parties will have to be shared by union 
leadership if that is to come to pass. 

We simply can’t do the job alone. We particularly can’t do the job alone if 
in addition to the pressures applied at the bargaining table we are subjected 
to pressures from Government to settle on terms which are not consistent with 
the best interests of everyone involved. That has been known to happen. 


THE POSTWAR RECORD 


Now I have had a good deal to say about management’s responsibilities and 
about the problems we face. VPerhaps I may have created some apprehension 
that these responsibilities and problems are so serious as to defy solution—at 
least from the investors’ point of view. If that is so, I do not want to leave any 
such false impression with you. 

Probems are always with us, usually looking a lot worse in prospect than they 
do in retrospect. If we face greater responsibilities and problems we do so 
with the benefit of more experience, the accumulated knowledge of our prede- 
cessors, new management techniques, the cumulative and growing forces of 
science, more know-how all the way around. 

Nothing succeeds like success, and America’s industrial management has a 
postwar record of successfully meeting its problems. I could cite you examples 
of many companies but it just so happens that I have a few facts with me 
relating to the Bethlehem Steel Co. It seemed reasonable that I choose an 
example close to home. 


BETHLEHEM STEEL AS EXAMPLE 


Let ne consider the problems which Bethlehem, in common with the rest of 
American industry, has faced since 1946. We have had booms and recessions, 
the liquidation of World War II, and all of the implied readjustments. 

We have had the Korean war and its aftermath, with inflation of the creeping 
and other varieties. We have had strikes, price controls and materials alloca- 
tions, excess profits taxes, and constantly increasing pressure for higher wages 
and greater fringe benefits which cause dangerously high employment costs. 

We have had some investors’ fears of excessive production capacity and, on 
the other hand, a constant pressure to meet the country’s manifest need for 
more capacity. 

You may well ask how Bethlehem survived. Well, during the 10-year period 
ending on December 31 last year we invested in our plants and properties some 
$930 million and added $443 million to working capital and other assets. Funds 
tor these purposes were provided through retained earnings of $614 million, net 
sales of securities and property of $244 million, and noncash charges against 
earnings for rapid amortization, depreciation, and depletion of $515 million. 

What have been the results of these great expenditures made in the process 
of coping with our many problems and heavy responsibilities? How have the 
investors fared? Most, if not all of you know, but I leave it for the record that 
during the same period sales increased from $788 million to $2 billion and $97 
million, and, on an adjusted share basis, dividends were up from $2 to $7.25 and 
earnings from $3.98 to $18.09. 

During this time, our annual ingot capacity has grown from around 13 million 
net tons to 20 million net tons, and we are still growing. As we have grown, 
our dependence on thousands and thousands of small suppliers and customers 
has also grown. Ilustrating the fact that big business and small business, far from 
being at cross purposes, are essential to each other’s growth and prosperity. 

And on another front we have kept very much in mind one of the prime 
responsibilities of management—that of maintaining a defense in depth of com- 
petent managerial talent. Our famous “loop course” for the employment and 
training of college graduates, which was initiated back in 1922, has long been 
recognized by the Bethlehem organization and by the colleges as one of the 
principal sources of Bethlehem management. That is not the only source, 
however, as we bring into our organization each year many other college 
graduates and other young men who have the opportunity to develop in the 
organization, Promotion from within is one of our principal personnel policies, 
and it is supplying us with the continuity of managerial skills which an enter- 
prise such as Bethlehem must have. 
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FUTURE PROSPECTS AND OBLIGATIONS 


As to the future, our goal is to do equally well in meeting our problems and 
responsibilities. 

We believe we have an obligation to promote the stability as well as the 
growth of the economy. At Bethlehem we feel that our contribution to this 
goal can best be made through carefully conceived and realistic plans for ex- 
pansion. Our intention is to gear our expansion to the basic trends which 
govern the demand for steel products and to stick to our programs. 

We do not intend to be high pressured into overly ambitious plans during 
booms, nor do we plan to cut back drastically if there should be periods of 
recession. New facilities coming into production will not at all times be 
geared exactly with demand. We anticipate times when consumers will think 
expansion is proceeding too slowly and times when investors may think we 
are moving too rapidly. That is to be expected. But we feel strongly that 
there is a complete identity of long-range interest for all parties concerned—- 
the country as a whole, investors, consumers, and employees—in the type of 
orderly expansion I have just described. 

Long-range planning for expansion, on a basis which would be continued even 
if there were a recession, implies another responsibility—that of keeping 
financially strong. That is where the investment community comes in. You 
can help us in determining how much debt we can prudently handle and how 
much of the expansion should be financed by retained earnings or by the sale 
of equity securities. 

I am confident that the management of our large industries, with the help 
of the investment community, and with an equal sense of responsibility on the 
part of labor organizations and the Federal Government, will meet its ob- 
ligations to all concerned in a successful manner. 

Now I have finished the picture I have tried to paint for you and I hope 
I have not overcolored the good or the bad. I leave you with this one brief 
thought: The problems I have discussed are those associated with an expanding 
economy. 

THE PROBLEMS OF GROWTH 


Our difficulties on the labor front are in part the result of a new order of 
affairs which is still in the process of being perfected. In the United States, a 
free people are sharing in a material prosperity which has never before been 
seen on the face of this globe. Wiser management and organized labor have 
both contributed to this prosperity. And some of the balances still have to 
be worked out. These balances will be worked out, I firmly believe. 

Investors with a faith in the virtues and rewards of free processes have made 
a fundamental contribution. I don’t think their faith has been or will be 
misplaced. 

I do think that you will all agree with me that the problems associated with 
decline, stagnation, and a contracting economy are a lot more troublesome to 
solve than are those associated with expansion and growth such as we now 
face. If I had to choose I would prefer what we now have. 

Senator Gorn. The committee will next hear from Mr. Norman W. 
Foy, vice president of Republic Steel. 

The committee is pleased to have you, Mr. Foy, and apolgizes for the 
delay in your appearance. We hope vou have not found our discus- 
sion with your two distinguished compatriots too boring. 


STATEMENT OF NORMAN W. FOY, VICE PRESIDENT IN CHARGE OF 
SALES, REPUBLIC STEEL CORP.; ACCOMPANIED BY H. C. LUMB, 
GENERAL COUNSEL, REPUBLIC STEEL CORP. 


Mr. Foy. It has been very interesting, I assure von, Senator. 

I have a statement here, Mr. Chairman. Should I present this? 

Senator Gore. Yes. 

Mr. Foy. My name is Norman W. Foy and I am vice president in 
charge of sales of Republic Steel Corp., the principal office of which 
is located in Cleveland, Ohio. 
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[ have with me here Mr. Harry C. Lumb, my general counsel. 

[ appear here today asa result of an exchange of telegrams between 
the chairman of the subcommittee, Senator Gore, and C. M. White, 
chairman of the board of Republic Steel Corp. So that the record 
may be clear, the reason Mr. White is not here is due to a recent serious 
iIIness of Mrs. White and not because of any reluctance of Mr. White 
to respond to the Senator’s request. I understand that Senator Gore 
kindly agreed that Mr. White could proceed with his plans to take 
Mrs. White to Florida for a period of convalescence. 

The last telegram in the exchange to which I have referred was 
from Senator Gore and was dated Janu: uy 22. In that telegram we 
were requested to appear with information regarding production 
plans for expansion. Like other major steel companies, we are in 
the midst of an expansion program in order to do our share to meet 
the increasing overall steel needs of the country. In order to give 
you a gener: al idea of the extent of this expansion, I have appended to 
my sti atement an exhibit, exhibit A, which shows the total increase in 

capacity, the location of the plants where the capacity increases will be 
made, and the steel mill product categories involved in this expansion 
program. 

I assume, however, from the nature of these hearings, that the sub- 
committee is primarily concerned with the steel products needed for 
the new Federal highway program authorized by the Highway Act 
of 1956. It is my understanding that the major items called for in 
this program are wide flange beams, standard structural shapes, plates, 
and reinforcing bars. Republic does not produce either wide flange 
beams or structural shapes and is only a small producer of steel plates. 

Senator Gorr. Could I interrupt there? I inquired this morning 
of the indentity of the concerns that produce wide-flange and struc- 
tural shapes. Can vou name them ? 

Mr. Foy. To my knowledge, United States Steel Corp., Bethlehem, 
Inland, and Kaiser. I am not sure about Kaiser on the wide-flange 
beams. I think Inland Steel put in some capacity for wide-flange 
beams last year, which is relatively new. I am not positive that 
Kaiser makes the wide-flange beams, but I believe they do. I know 
they make structural shapes. 

Senator Gore. Thank you. 

Mr. Foy. There may be some small capacities in other companies 
with which I am not familiar, Senator. 

Senator Gore. Do you know why it would be that the great concern 
with which you are connected would not make this particular kind of 
product ? 

Mr. Foy. Yes; I do know. 

Senator Gore. Would you tell us why ? 

Mr. Foy. It would cost us many, many millions of dollars to get into 
the business and we have not the money to finance it, to be blunt about 
it. We would have to start from scratch. We would have to build a 
completely new steel mill. We could not superimpose it on any of 
our present plants. 

Senator Gorn. Have you ever considered whether it would be a very 
profitable undertaking ? 

Mr. Foy. We have considered it very seriously many times over the 
vears. 
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Senator Gore. What were your findings when you considered it ? 

Mr. Foy. We found with the nature of our plants and our locations 
and our abilities, we would do better to spend what money we could 
expend in the production of other products. We have expanded our 
capacity in other products, but we have never felt we could get into 
the structural steel business. 

Senator Gore. Did you find you could do better in those particular 
products because they were more profitable, or because you lacked ex- 
perience and capacity in the structural shape business, or was lack of 
capital the primary consideration? Would it cost more money, for 
instance, to build capacity in this regard than to increase your capacity 
in other regards? 

Mr. Foy. Not necessarily so. One of the reasons is one which you 
mentioned, Senator. We lack experience in it. We would have to 
start from scratch with new operating people—trained operating and 
salespeople. It is an entirely different selling job. We do not “have 
the people to go out and sell fabricated structural steel beams. We 
have to find those people and find the engineers. 

Senator Gore. One of the i I expected to develop today was 
the fact which you have just related; namely, that there are but a 
very few suppliers who produce the particular kind of steel products 
which we find in acute shortage now. They happen to be products 
which are in short supply for the highway program. 

Your company should not be condemned, and I have no desire to 
condemn your company or any other for not being in some particular 
business or going into some partic ular business. We operate on the 
profit motive. Yet the steel industry, Mr. Foy, has an obligation to 
the national economy which I am sure it does not in any way wish to 
avoid. 

Mr. Foy. I am sure we recognize it. 

Senator Gore. With these particular shortages I just wondered if 
your concern had considered entering the field. You say it has? 

Mr. Foy. Oh, yes. 

Senator Gore. And you say it has decided not to do so. 

Mr. Foy. We have considered structural shapes and other steel 
products that we do not produce—rails. 

Senator Gore. Have you reconsidered it in the light of the highway 
program of 1956? 

Mr. Foy. We have reconsidered it in the last 6 month in the light 
of the current shortage of structural steel and wide-flange beams in 
particular. 

Senator Gorr. Do you have it under active consideration now ? 

Mr. Foy. We have had it under active consideration with the 
thought that we might be able to do a partial job at one of our plants, 
but when we got all of the factors involved in the case, and the cost 
of the program, it was not feasible for us. 

Senator Gore. I am sorry that is the result. Go ahead. 

Mr. Foy. We do make concrete reinforcing bars in substantial quan- 
tities and normally ship between 200,000 and 300,000 tons a year, rep- 
resenting an average of 10 to 12 percent of the total industry produc- 
tion. Republic is constantly striving to increase its sales in this 
category and at present has the capacity to produce at a greater 
rate than demand requires. Our present expansion program, detailed 
in the appendix, contemplates the construction of one new bar mill 
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and improvements which will give us increased tonnages from certain 
of our presently existing bar mills. Much of this expanded bar-mill 
capacity can be utilized for the production of reinforcing bars if 
necessary. 

I might comment there, Mr. Chairman, and I think it has been 
prev iously touched on here, that the capacity to produce reinforcing 
bars with us and the rest of the industr y is quite a flexible thing. We 
have bar mills on which we can roll bars for forging purposes and 
other requirements, or those same mills can be used to produce rein- 
forcing bars, so when the demand for reinforcing bars goes up and 
the demand for some other types of bars goes down, the natural thing 
to do is to produce reinforcing bars. 

Of the two major fabricated products used in highway construction, 
namely, corrugated metal pipe and reinforcing wire fabric, we only 
produce the former. Our capacity for production of corrugated metal 
pipe products is being nearly doubled under our our present expan- 
sion program, and plans are under consideration to add further to 
this enlarged capacity. Weare at present small producers of building 
mesh but do not produce the type required for road construction. We 
are, however, considering an addition to our capacity which would 
include the equipment for the production of road mesh. That is at 
one of our plants in the South. 

Senator Gore. That would not involve the capital outlay that struc- 
tural shapes would ¢ 

Mr. Foy. No. We make a mesh today that goes into building and 
simply do not make it wide enough for the road requirements. We 
have put in additional equipment. 

Senator Gore. Are there any questions, Senator McNamara? 

Senator McNamara. No questions. 

Senator Gore. Senator Scott ¢ 

Senator Scorr. No questions. 

Senator Gore. Thank you very much. 

Mr. Lums. May I make an observation, Senator ¢ 

Senator Gore. Yes, indeed. 

Mr. Lume. You seemed a little unhappy about our decision not to 
make a structural mill. I wanted to add that two of the factors in- 
volved in the rejection after reconsideration was the fact that it would 
take a considerable amount of structural material now to build such 
a mill and, secondly, by the time we got it built we thought there would 
be no shortage. 

Senator McNamara. Mr. Chairman, I assume exhibit A will be made 
part of the record at this point ? 

Senator Gore. Yes; it will. 

(The document referred to is as follows :) 


ExHtrnit A. REPUBLIC STEEL CORP. EXPANSION PROGRAM, 1956—57 


The expansion program now underway will result in the addition of 1,980,000 
net tons of ingots to Republic’s capacity as it existed on January 1, 1956. This 
is a 19-percent increase over the 10,262,000-ton capacity existing on that date. 
About 785,000 tons of this capacity, or 40 percent of the expansion, is now in 
operation, and the balance of the program is expected to be completed by the 
end of 1957. 

For this program an appropriation of about $166 million has been made. This 
covers much more than the ingot capacity mentioned above, extending to all 
types of finishing facilities and supporting equipment. The following tables 
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spell out, first, the nature of the increased capacity and, second, the major 
facilities involved : 
Additions to ingot capacity 


{In thousands of net tons—annual] 


I SO RA tess iene pate em 408 
Nene lcci wine tnicoapres mgmree pone ee iwesin asia es 372 
Mere Omnis, "ere ons FEL is ce rae Lt 408 
ET TORR aire i is oe sash et eee ce cee 792 
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Summary—lIncreased finished products by plant 


eve thousands of net tons, annual] 


Chicago, | Cleveland,| Warren, | Gadsden, Total 
Ill. | Ohio | Ohio Ala. 

Cold rolled sheets and strip____-- 356. 4 148, 8 | 193.8 699. 0 
Hot rolled sheets and strip _- fi ; | deat 144.0 ; | 102.0 246. 0 
Galvanized sheets (Cont.).........---.----]-- , 24.0 120.0 | 144.0 
Electro- ee Sas anne ae 7 5 36.0 eee 36.0 
Silicon______- BES ses = ; : 51.6 |-- df 51.6 
Plates. nS EO eS : nial =i BE sisi sorts a ‘ | 12.0 
Hot rolled bars_____- tubs i 141.6 24.0 | da 165. 6 
Seamless pipe - gE 60.0 : ai ox fis 60. 0 
Wire products seats ee aes eee 720 11. 35 (a | 72.0 
Rods. ..... ane i ecanaiell 36.0 ae =— sed steal 36. Q 

Total pide beeee rita 309. 6 | 536. ‘| 260. 4 415.8 | 1 522. 2 


Mr. Foy. Thank you very much. 

Senator Gore. Thank you. 

The committee will next hear Mr. Myron H. Watkins, vice presi- 
dent, the Youngstown Sheet & Tube Co. 


STATEMENT OF MYRON H. WATKINS, VICE PRESIDENT, YOUNGS. 
TOWN SHEET & TUBE CO., YOUNGSTOWN, OHIO 


Mr. Warxins. Chairman Gore and members of the committee, 
our company is pleased to appear here today and to be represented, 
I have a prepared statement which is brief and which I will read now, 
with your permission. 

Senator Gore. Yes, indeed. 

Mr. Warkins. My name is Myron H. Watkins and I am vice presi- 
dent of the Youngstown Sheet & Tube Co. Our headquarters are in 
Youngstown, where we have steelmaking plants and finishing mills. 
We have similar operations at Indiana Harbor, Ind. 

Our chairman, J. L. Mauthe, received a telegram requesting that 
he appear before this sube ommittee. Mr. M: authe’ s reply to Senator 
Gore’s telegram is as follows: I am now reading from Mr, Mauthe’s 
letter : 

I have your telegram of January 14 requesting that I appear before your 
subcommittee to submit my views regarding the shortage of steel as an obstacle 
to the implementation of the highway construction program authorized by the 
Highway Act of 1956. 

Our company manufactures only a limited quantity of steel products used in 
road construction. 


We do not make heavy structurals, wide flange beams, bearing piling, H- 
beams and sheet piling or heavy plates for bridge construction. 
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We do make in very limited quantities reinforcing bars, wire, and hot rolled 
rods used in the production of road mesh and road mats. Our products are sold 
to fabricators for further processing, as we do not have the fabricating or 
engineering facilities required to produce the finished article. 

We doubt whether there would be any delay in the roadbuilding program 
because of the shortage in road mesh and concrete bars for we do not find that 
these products are in short supply, and unquestionably the quantities of rein- 
forcing bars and mesh needed are but a small percentage of the overall steel 
requirements for the project. 


While I have no objection to appearing before your subcommittee, I feel that 
for the reasons given above it would add little to facts otherwise available to 
you, and I trust this response will be adequate for your purposes. 

That completes Mr. Mauthe’s letter. 

As indicated in Mr. Mauthe’s letter the steel products which we 
manufacture are usually classified as light products, such as tubular 
goods, wire, bars, and sheets. 

Mr. Mauthe’s letter clearly indicates our position. I am very will- 
ing to answer any questions if I can that the subcommittee may desire 
to ask me. 

Senator Gore. Do Phin know of any company other than those 
named by previous witnesses that does in fact produce large structural 
shapes? 

Mr. Warkrns. I do not, Senator Gore. To my knowledge, the four 
named by Mr. Foy are the four making structural shapes | on a wide- 
flange type. 

Senator Gore. Would you be able to inform the committee whether 
the company which you represent has considered entering this field in 
view of the shortage situation that exists? 

Mr. Watkins. We have reviewed it, and we are reviewing it, and 
we have it under consideration at this time. As a matter of fact, our 
operating department was asked to make a survey of what was re- 
quired in time and cost to enter the wide-flange business. We received 
their answer not long ago, and I think you will be interested to know 
in the case of our company the minimum time required would be 3 
years before we would have production of wide-flange beams. The 
cost for our company would be $275 million as a minimum, without 
further escalation of costs which might come during that construction 
period. In our case it would require a new blast furnace, several 
open hearths, a blooming mill and possible intermediate rolling mill, 
and actual structural rolling mill. 

When I mentioned $275 million, that does not go back to further 
costs that an outside unknown producer might have in starting the 
business, because we have our own docks, a coal storage and handling 
facilities, and we have real estate and space, so to speak. We have 
railroad facilities. So the cost could be very much higher than that 
for some other companies. At the moment that amount of money 
is a large sum for our company, and the decision has not been made, 
but it is still under active consideration. 

Senator Gorge. That illustrates a number of things, and I appreciate 
your informing the committee about it. It is encouraging, for one 
thing, that your company is considering entering this field. 

Mr. Watkins. I might say it presents quite a | problem to us because 
we now have underway considerable expansion, which happens to be 
in products that you are not particularly interested in today. In the 
last year we expanded our ingot capacity by approximately 500,000 
tons. 
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In the case of our company this represents an 8-percent increase, 
which is very substantial. We have further increases coming in ingot 
capacity in 1957, and again in 1958, and I am sure those increases will 
be at least commensurate for our size with the overall 5 million tons 
to be added by the industry. 

So far as mills are concerned, it happens we are expanding in seam- 
less pipe both in small sizes for tubing and larger sizes for casing, 
some line pipe and also expanding in the tinplate business, with 
additional mills there. So we have a very active and expensive pro- 
gram going on. 

As Mr. Foy indicated, we have financial problems and credit prob- 
lems and cost and availability of money to think about. 

Senator Gorr. Senator McNamara‘? 

Senator McNamara. I do not have any questions. I think the testi- 
mony is very interesting. Certainly we are encouraged to learn that 
you are considering getting into this field, because we think that the 
economy generally needs more competition than it has. 

I agree with the chairman that is our feeling. You touched on the 
hard-money policy. I guess everybody in all sorts of businesses is 
concerned with it these days. Apparently the President has shown 
some concern in recent weeks in this matter too. We hope something 
will happen in that area. Thank you. 

Senator Gore. I think this would be a very good note on which to 
conclude this hearing today. You give us considerable hope that pro- 
duction will be increased. The difficulties of bringing about increased 
production, however, are certainly illustrated by your statement. It 
is not a problem which can be or should be treated lightly and we have 
not attempted here, I hope you will agree, to treat it lightly. It isa 
national problem which affects not only the highway program, but the 
entire national economy because, as Mr. Homer testified and as is 
clearly shown by the facts, the growth of our national economy is tied 
closely and inextricably to the growth in steel production. 

Mr. Wartkrns. I am sure the rest of the steel industry, as well as I, 
feel this hearing has been of value to us, and we are very glad to par- 
ticipate in it. 

We are all very willing to come back and meet with your committee 
at any time you might indicate. 

Senator Gore. Thank you very much. You have been very helpful. 

The committee will be adjourned. 

(Whereupon, at 4: 15 p. m., the subcommittee adjourned. ) 
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PROGRESS AND STATUS OF THE NATIONAL HIGHWAY 
PROGRAM 


TUESDAY, APRIL 2, 1957 


Unirep Srates SENATE, 
CoMMITTYEE ON Pusiic Works, 
SvuBcoMMITTEE ON Pustic Roaps, 
Washington, D. C. 

The subcommittee met, at 2:12 p. m., in room 412, Senate Office 
Building, Hon. Albert Gore presiding. 

Present : Senators Gore (chairman of the subcommittee), Kerr, and 
Revercomb. 

Also present: Senator Hrusk: 

Senator Gore. The committee will come to order. 

Mr. Tallamy, the committee is pleased to afford you the opportunity 
of concluding the committee’s Washington review of the highway pro- 
gram. It may be necessary for the committee to hold a few hear ings 
in individual States. That has not been determined. But so far as 
the chairman is advised, this will conclude the current review of the 
program by the subcommittee here in Washington. 

The committee will be pleased to have you present your views. 


STATEMENT OF BERTRAM D. TALLAMY, FEDERAL HIGHWAY AD- 
MINISTRATOR, ACCOMPANIED BY J. C. ALLEN, ASSISTANT COM- 
MISSIONER FOR ADMINISTRATION, BUREAU OF PUBLIC ROADS 


Mr. Tattamy. Thank you, Mr. Chairman, I am very happy, as I 
was this morning, to talk to you about our program. We are making 
good progress. There are certain factors in relation to the program 
which are governing and which I am quite sure everyone recognizes. 
However, I think it is a good idea to review them, because they are the 
basis, the very foundation, of the program that we are prosecuting. 
If I may, Mr. Chairman, I will go to the charts and describe them to 
you. 

In the development of any construction program the first thing we 
have to do, of course, is to determine what our limitations are. Before 
we proceed with the award of the contracts or even the preparation of 
plans and rights-of-way we want to be sure we know how fast we can 
go ahead with the program. There are several limitations insofar as 
our current program is concerned. One, of course, is the limitation 
put on by the 1956 act having to do with authorizations. Naturally 
we couldn’t obligate more money in any particular year than has been 
authorized. 

Another limitation is the amount of finds available, we want to be 
sure that actual payments to contractors and to engineers, and for the 
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purchase of right-of-way, do not exceed the money in the trust fund. 
Otherwise, we would have been creating more obligations under the 
authorizations than we had money in the trust fund. 

So one of the first things that we wanted to take a look at was the 
relationship between authorizations, probable expenditures, and prob- 
able receipts into the trust fund, and then after knowing that, develop 
a construction program which would meet all of those factors and 
make the construction program just as rapid as possible. 

I am going to show you a conclusion and then refer to subsequent 
charts to show you how this conclusion was determined. After that 
we will come back to the conclusion for final discussion. 

(The chart follows :) 
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Mr. Taruamy. In 1957 we have an authorization of a billion dollars, 
and in 1958 we have an authorization of $1,700 million. In 1959, $2 
billion. Then we continue on with authorizations at $2.2 billion up to 
and including the year 1967. In 1968 we have an authorization of 
$114 billion, and in’ 1969 an authorization of $1.025 billion. 

At least I had hoped, and I am sure everyone had hoped, that we 
would be able to create all of our obligations by the end of 1969. That 
would be the last year of authorizations. Actually, however, when we 
get into the construction program and the expenditures it inv volves, we 
find that for the first 3 years we can make the apportionments as au- 
thorized, and that has been done for the first 2 years, and it will be 
done for the third year if permitted. 

Then, instead of going to $2.2 billion in 1960, we can only go to 
$1.6 billion in actual apportionments. The following year we can 
only go to $1.4 billion in actual apportionments to the various States, 
and that will continue until 1963. 
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In 1963, however, we can make a jump in apportionments to $1.6 
billion and carry that for 2 more years, and still another jump to 
$1.7 billion in 1967. Then we can go i a little bit more and make 
an apportionment of $1.8 billion for 2 more years. That brings us 
to the 1969 year. After 1969, in accordance with the second section of 
the 1956 act, we can continue our et groper and in 1970 make a 
$2 billion : apportionment and in 1971, a $1.25 billion apportionment. 

This area [indic ating | above the lines indicate in at we actually 
contemplate apportioning, and below the lines, showing the author- 
ized apportionments, represents a deferred apportionment. This de- 
ferred apportionment has to go into subsequent years in order to 
assure available funds in the trust fund to pay the contractors. I 
will prove that to you in subsequent charts which will not only dem- 
onstrate that but establish our construction program as well. By 
establishing that we then establish our construction schedule, which 
we must adhere to throughout the entire program if we are going to 
complete this program in the minimum time possible. 

There is one other thing that I might point out. In relation to 
these charts obviously we will have to review them at least once a 
year because there will be changes in the trust fund based upon 
greater experience with it. As time goes on we will be able to get 
refinements in our estimates of anticipated revenue into the trust 
fund, and if the anticipated revenue should exceed our present esti- 
mated revenue, then we will be able to speed up our construction 
program correspondingly. 

So this will have to be constantly watched and kept up to date in 
regard to the varying factors which I have mentioned and one which 
I will mention now. 

The first thing that we wanted to consider was the ABC program. 
I think that everyone recognizes, as important as the Interstate Sys- 
tem is, it is vital that we go ahead with the ABC program at a good 

rate, and not favor the Interstate System to the extent that we ne- 

glect the primary, secondary, and urban roads. It has been our ob- 
jective—and I am sure it has been your objective as I review the 
legislation—that we have a balanced program throughout. The leg- 
islation in 1956 specifically provides that the ABC funds must be 
taken out of the trust fund first, and then the remaining funds are 
to be made available for Interstate System roads. 

So our first job, in arriving at our construction schedule, was to 
estimate what our ABC program would be. 

(Chart No. 2 is herewith inserted. ) 

Mr. Tatitamy. We start over here on July 1, 1956, and there was 
some carryover money in the amount of about "$1 653,000,000. It is 
made up of $968 million worth of unliquidated contractural obliga- 
tions which have been made as a result of prior authorization. The 
contractors have not been paid so we have to take care of paying them. 

Another $680 million is made up of previously authorized, but as 
yet unobligated funds. We had that available for the advancement 
of further contracts. In addition to that, the 1956 legislation made a 
further advance of $125 million, making a total initiation amount on 
July 1 of $1,773 million. 

Immediately after that we were authorized to make an apportion- 
ment of $850 million, which shows on the graph in this fashion 
[indicating]. On July 1, 1957, we were authorized to make an appor- 








310 NATIONAL HIGHWAY PROGRAM 


tionment of $875 million. And then in 1960, an apportionment of 
$900 million, which we make on December 1. This of course is an 
estimate for the ABC program based upon our judgment at this 
time. In addition $900 million was the figure included in the Senate 
bill of 1955 in connection with this program, and it is similar to the 
figure which results when all of the factors considered in the House 
legislation are taken into account. 

For the sake of developing our program we have at this stage figured 
on an authorization of $900 million a year up to and including the 
year 1970. Next we have to find out how fast we can obligate that 
money. We have found from our past experience that it takes about 
5 months from the time apportionment is made to when it is obligated. 
However, more important is that we have found when the amount » 
funds apportioned to the various States, but as yet unobligated i 
about. $400 million, it becomes necessary to make a further scant 
ment. This must be done or some of the States would run out of 
money and have to hold up their construction program. 

So we have dropped down $400 million, based upon our experience, 
to develop an obligation curve which is shown in as. That blue line 
shows when we will actually have obligated all of the money appro- 
priated on the ABC programs as estimated. 

It has been our experience throughout the years that it takes about 
15 months’ time between the period of total obligation and average 
expenditure based upon those obligation. By that I mean an average 
expenditure equal to that amount of obligation. In other words, on a 
single project, it would take 15 months to get it under control, finish 
the work, and pay the contractors. 

Fifteen months later, therefore, we develop our line of expenditures. 
That shows us how much money we are going to have to take from 
the trust fund each year in order to meet our anticipated expenditures 
on the ABC program. 

(Chart No. 3 1s herewith inserted. ) 

Mr. Tatuamy. We take the amount of money which is estimated to 
go into the trust fund each year and subtract from it the estimated 
expenditure for the ABC program of each year. The difference is 
what is available for the construction of the Interstate System. So 
that each year we plot on each one of the years an or dinate represent- 
ing the difference lance funds necessary for the ABC program and 
the estimated funds going into the trust fund which gives us then 
an allowable expenditure line for the expenditures on the Interstate 
System. 

We have found, as a result of an analysis of our reports in the 
Bureau and I am sure from personal experience, that it takes about 
24 months between the time of getting the money, having it available, 
and finishing your work, and if you can do that you are really doing 
a good job on heavy construction like the Interstate System. You are 
starting from scratch, your design, award of the contract, getting it 
built, and paying the contractor. So we have then an expenditure line 
that we cannot exceed. So we back up from the expenditure line, first 
to get the blue line, which is 18 months. 

That 18 months’ line shows us the rates at which we must make 
our obligations if our expenditures are going to just equal the amount 
of money in the trust fund year by year, and that holds true from 
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the year 1960 on up to the very end of the project which is in 1972. 
That is when the final payments ‘would be made. 

The time between apportionment and obligation we find is about 
6 months, or, in the ordinate rather than the « abscissa, it is $800 million. 
We feel that is a very reasonable check on our figure of 24 months 
from the time of the apportionment to expenditure. Because if we 
didn’t have at least an $800 million leeway, some States would have to 
hold back on their authorizations, and that would deter the rapid 
advancement of the Interstate System. 

The first year, right in the very first ordinate point, we did carry 
over $310 million from previous authorizations. Of that $310 million, 
$162 million was already obligated, and $148 million was available 
for obligation. Those figures are shown here. They are so small 
that they are hardly notice: able, but they are there. 

On top of that, in the first year there is an immediate authorization 
of $1 billion. Immediately upon that, an authorization of $1.7 billion 
made on August 1, 1956. That brought apportioned funds to this level. 

After July 1 of this year we will “make an apportionment of $2 bil- 
lion as authorized. Then we have to drag this line over to this point, 
which is 24 months from the date of expenditure, and go up $1.6 
billion, and then carry over to the right again to the 24- month wait 
required and go up $1.4 billion, and so on up to this point, which is in 
January 1, 1963, when we go up $1.6 billion, but we are still 24 months 
ahead of our ex xpenditures; 1.6 again, 1.7, 1.7, 1.8, until, in January 1, 
1969, we can go up $2 billion, and in 1971 we can ZO up $2,125 million. 

The authorizations in the 1956 act would permit us to make $2.2 
hillion on July 1, 1958, and $2.2 billion again for the year 1959, and 
so on all across the board. 

The difference between authorizations provided in the legislation 
and those that we can make represent the deferred apportionments 
which are necessary in order to complete the Interstate System as is 
estimated today. 

Down in this lower area, from 1960 to the beginning of the program, 
you will notice that the estimated expenditures represented and this 
line which represents the amount of money that goes into the trust 
fund each year, are not coincident as they are from 1960 on throughout 
the entire program. 

Senator Kerr. Mr. Chairman, may I ask a question ? 

Senator Gore. Senator Kerr. 

Senator Kerr. Mr. Commissioner, would you state generally 
whether or not your testimony here indicates that the program as 
you now forecast it will go forward at a rate or at the rate contem- 
plated in the bill, or at a “slower rate than contemplated in the bill ¢ 

Mr. Tatitamy. I would have to answer that by saying that it will go 
at the rate provided for in the bill; no slower and no faster. 

Senator Kerr. Then in answering that I am sure that one of the 
provisions of the bill that is in your mind is the one which directs a 
pay-as-you-go program, and that it cannot go faster than the money 
accumulated under the bill will permit it to go. 

Mr. TatitAmy. That is correct. 

Senator Kerr. The bill authorized the allocation of how much on 
July 1, 1956? 

Mr. Tatuamy. One billion dollars plus $1.7 billion, or $2.7 billion. 

Senator Kerr. For 1 fiscal year? 
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Mr. Tattamy. That is for 1956 and for 1957. 

Senator Kerr. Then that was not available for allocation on July 
1, 1956, was it? 

Mr. Tatiamy. Yes, it was 

Senator Kerr. But the $1.1 and the $1.7 billion were for 2 years? 

Mr. TartiAmy. The $1.1 billion was for the year 1958. 

Senator Kerr. If it was for fiscal 1958 it would be allocable then 
for the year beginning July 1, 1957, wouldn’t it ? 

Mr. Tatiamy. It was authorized 11 months ahead for the year 1958. 
That would make it available for apportionment on August 1, 1956, 
for the fiscal year 1958. 

Senator Kerr. I am not trying to get into an argument with you, 
and I am not trying to confuse either myself or the record, but whether 
it was set up July 1, 1956, or July 1, 1957, it was for the year beginning 
July 1, 1957, and ending June 30, 1958, wasn’t it / 

Mr. Tattamy. That is correct. 

Senator Kerr. Then the amount for the fiscal year 1957 which 
began July 1, 1956, and which ends June 30, 1957, is a period of time 
which has not yet terminated, isn’t it ? 

Mr. Tatiamy. That’s right. 

Senator Kerr. And for that 12 months the allocation was how much ? 

Mr. Tatiamy. One billion dollars. 

Senator Kerr. And for the fiscal year, what you call fiscal 1955, 
it was how much ? 

Mr. Tatiamy. $1.7 billion. 

Senator Kerr. For the fiscal year 1959? 

Mr. Tatxtamy. Two billion dollars. 

Senator Kerr. And fiscal year 1960? 

Mr. Tatiamy. $2.2 billion. 

Senator Kerr. The question I have asked you is this: Is it your 
forecast that funds will be accumulated under this bill at a rate 
that will permit the implementation of apportonments in_ those 
amounts for those years ? 

Mr. Tatiamy. That is correct. 

Senator Kerr. Then what is the application of the figures you gave 
us there, which I understood to be for 1959 and 1960, of 1 point some- 
thing? 

Mr. Tatitamy. For 1960 it was $1.6 billion only that we could ap- 
portion and not $2.2 billion. 

Senator Kerr. I just asked you if you were forecasting that we 
would be able to apportion the amounts authorized in the bill for 
fiscal 1960 and I understood you to say that it was your judgment 
that we could, or that it would be. 

Mr. Tattamy. I guess I gave you the wrong answer to the first 
question. There is enough money in 1959 apportionment to take care 
of all of our estimated expenditures, but there is not—but we cannot 
apportion the full authorization for 1960 because there would not be 
enough money in the trust fund if we did. 

Senator Kerr. Do you think there will be enough for you to allo- 

cate and expend the full $2 billion for 1959 ? 

Mr. Tatiamy. Yes, there is. 

Senator Kerr. Then in view of the fact that when I asked you my 
first. question, as to whether or not there would be enough money to 
carry out the program as contemplated in the bill, since what I was 
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seeking was an answer to the question really, do you think there will 
be enough accumulated in the trust fund to build the program as 
rapidly as contemplated in the bill or in that part of the bill that 
set up the annual authorizations for the various fiscal years, your 
answer would have to be that your judgment is that the trust fund 
will not have enough money. 

Mr. Tattamy. That is correct. That is the right answer. 

Senator Kerr. Regardless of it saying there will be $2 billion for 
1960, it also says if the trust fund doesn’t have enough money to in- 
dicate that that money will be available, then the actual apportion- 
ment will have to be reduced so as to be for the amount which at that 
time it will be estimated will be available in cash in the trust fund. 

Mr. Tatiamy. That is correct. 

Senator Kerr. And your present estimate is that the accumula- 
tions in the trust fund will not permit the carrying out of the program 
at the rates indicated in the bill as being the purpose or desire of the 
Congress as the rate at which the program would be developed ? 

Mr. Tatuamy. Present indications are that there will not be enough 
money in the trust fund to authorize the award of contracts at the 

rate of authorizations provided in the bill. 

Senator Kerr. Thank you. 

Senator Gorr. Mr. Tallamy, in that connection would you explain 
to the committee how and why funds from the trust fund have been 
withdrawn to pay for the administration of the Davis-Bacon Act ? 

Mr. Tatiamy. I don’t know anything about it. 

Senator Kurr. Do you mean you don’t know whether they have been 
or not and if they have been, you don’t know how they have been ? 

Mr. Tatnamy. I don’t know how they have been. 

Senator Gore. Have they been ? 

Mr. Tatuamy. I am advised by Mr. Allen that the appropriations 
for last year provided $300,000 out of the trust fund for the imple- 
mentation of the Davis-Bacon Act. 

Senator Hruska. Would you say that again ? 

Mr. Tatuamy. An appropriation of $300,000 was made last year 
out of the trust fund for implementing the Davis- Bacon Act. 

Senator Kerr. To whom was the money appropriated ? 

Mr. Tatuamy. The Department of Labor. 

Senator Krrr. And by what act of Congress was that done? 

: Mr. Tatnamy. Mr. Allen advises me it was by the Appropriations 
Act. 

Senator Revercoms. May I ask a question there ? 

Senator Gorr. Senator Revercomb. 

Senator Rrvercoms. Do you know of any reason why they would 
take money out of the trust fund, $300,000, and divert it over to the 
Department of Labor, this particular Davis-Bacon section? Was 
the re anything in the record indicating a reason for doing such a 
t} ing ¢ 

Mr. Tariamy. I have seen nothing in any of the reports that I 
read about it. 

Senator Revercome. That is all. 

Senator Hruska. Mr. Tallamy, what do you mean by implementa- 


tion of the Davis-Bacon Act? Do you mean the defraying of admin- 
istration costs ¢ 
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Mr. Tattamy. Yes. Administrative costs involved in administer- 
ing the Davis-Bacon Act. 

Senator Kerr. Do you happen to know if that is the total amount 
appropriated to the Department of Labor for the administration of 
that act? 

Mr. Tatitamy. My staff doesn’t seem to know of any other appro- 
priation for administering the Highway Act made to the Department 
of Labor. 

Senator Hruska. Was the Bureau of Public Roads called upon to 
testify in connection with these appropriations before the Appro- 
priations Committee ¢ 

Mr. Tatitamy. Not since I have been Administrator. 

Senator Hruska. Would any of your staff know whether there was 
any such testimony, or any showing made in that regard ¢ 

Mr. Tariamy. Mr. Allen says that Mr. Curtiss testified last year in 
relation to it. 

Senator Hruska. Before the Appropriations Committee / 

Mr. Auten. Before the Senate Appropriations Committee. 

Senator Gore. Then the administration of the Davis-Bacon Act, 
insofar as it applies to the interstate highway program, is being 
charged directly to the trust fund rather ‘than to an appropriation 
made to the Department of Labor for that purpose / 

Mr. Tattamy. That would certainly be true as far as I can tell. 

Senator Gore. And to the extent of the cost of the administration 
of that program, the speed of the highway construction program will 
be reduced ? 

Mr. Tatiamy. That’s right. 

Senator Hruska. That is assuming the propriety of the appropri- 
ation out of the trust fund to start with. 

Senator Gore. Let’s assume it is being done, proper or improper. 

Senator Hruska. If it is improper, it probably will not continue. 

Senator Revercoms. Mr. Chairman, at this point I have a question. 

Senator Gorr. Senator Revecomb. 

Senator Revercoms. Mr. Tallamy, has the Appropriations Com- 
mittee or any other committee of Congress, or has the Congress itself, 

taken out of this trust fund any sum of money to any other depart- 
ment or agency of the Government, other than the $300,000 taken from 
the trust fund and diverted to the Department of Labor for the admin- 
istration of the Davis-Bacon Act ¢ 

Mr. Tatuamy. We know of no other funds taken from the trust 
fund for any other purpose excepting to our own Bureau for the ad- 
ministration of the Highway Act. 

Senator Revercoms. Then it has been reduced only by $300,000 for 
the purposes which you have testified about ? 

Mr. Tattamy. That is correct so far as we know. 

Senator Revercoms. That is all. 

Senator Gore. You may proceed. 

Mr. Tatiamy. Referring to Chart No. 3, this is the rate of expend- 
iture line, this is the obligation line, and I have described how we 
arrived at the actual apportionment line. 

Senator Kerr. What is the red area’ Does that represent the ac- 
cumulated deficit 4 

Mr. Tatitamy. That represents the deferred apportionments or ac- 
cumulated deficit, if you call it that. 
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Senator Kerr. Apportionment wise / 

Mr. Tattamy. Apportionmentwise. 

Senator Kerr. As related to the amount fixed in the act as indicat- 
ing what the objective of the apportionment will be? 

Mr. Tatnamy. That’s right. 

Senator Gorg. Putting it another way, that is the lag of apportion- 
ment of funds behind the established construction schedule for lack 
of money ¢ 

Mr. Tatnamy. That’s right. 

Senator Gore. What period of time does that represent at 1960 
and 1965 and 1970? 

Mr. Tattamy. 1965, we are apportioning $1.7 billion on January 1 
for 1965. 

Senator Kerr. What is the deferred apportionment according to 
that chart as of that date / 

Mr. Tatiamy. $4,300,000,000. 

Senator Gore. The availability of funds on January 1, 1960, will, 
according to your testimony, be $4 billion behind this construction 
schedule ¢ 

Senator Kerr. Not on 1960. 

Senator Gore. 1965 ¢ 

Senator Gore. I asked you first for January 1, 1960, then 1965, then 
1970. 

Give us 1960. 

Mr. Tatiamy. $600 million in 1960; about $4.4 billion in 1965; and 
in 1970 there is no deficit. 

Senator Gore. Then although a lag is indicated for lack of funds 
in the middle part of the ¢ onstruc tion program, by the end of the pro- 
gram the funds will match the anticipated commitments ¢ 

Mr. Tattamy. The 1969 pene still has a deficit. 

Senator Kerr. Of how much / 

Mr. TattaAmy. Approximately $5 billion. 

Senator Kerr. So that your leveling off, or your gaining of balance 
Ww il] come by reason of the continuation of the receipt of taxes beyond 
the 13 years for which apportionments were provided during the 3 
additional years for which provision has been made to collect taxes? 

Mr. Tattamy. That is correct. 

Senator Gorge. Then we cannot expect the program to be completed 
within the 13-year period ¢ 

Mr. Tattamy. You certainly cannot, not on the present setup. 

Senator Gore. How about 16 years? 

Mr. Tattamy. Sixteen years; it will be finished and all paid out 
in 16 years. 

Senator Gore. You may proceed, unless there are further questions. 

Mr. Tatnamy. During the first stage, 1957, 1958, and 1959, the 
expenditures curve and the receipts curve are not coincident. That 
results from two reasons—— 

Senator Kerr. Surplus accumulated ¢ 

Mr. Tatuamy. Yes, sir. 

Senator Kerr. Or deficit ? 

Mr. Tattamy. There is a surplus accumulated at that time and I 
will show that accumulation to you. That helps in the first few pines 
it helps in the apportionment of July 1, 1958, or in that 1958 yea 
The reason they are not coincident at that particular time is twofold. 
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First, it is impossible to start with a $2 billion program overnight, 
and we had to start with the $310 million program of which $126 
million was obligated at that particular time. We meet the curve 
where the expenditures and the receipts are equal in 1961, and we ran 
the obligation line between those two points on the same tangent or 
the same curve as it goes from 1958 to the end of the program, refer ring 
still to chart No. 3. 

So from 1958 to the beginning there is a sharper rate of rise and 
obligation than there is on the remainder of the program. 

That sharper rise is due to the fact that in that particular period 
we are buying rights-of-way at a much greater rate than we intend 
to buy them throughout the rest of the program. Further, we are 
preparing plans in this area at a much greater rate than we will be 
preparing plans in subsequent years. That has been necessary obvi- 
ously in order to implement the progr am, but there is another very 
important aspect of that. If this extra rise in the first couple of years 
was not the result of buying rights-of-way fast and preparing more 
plans than normal, when we reached the year July 1958 there would 
be a drop-off in the actual amount of construction undertaken, which 
would be of our opinion, detrimental to the construction industry and 
to the whole general construction economy of the country. 

This program provides now for a year-by-year step-up in the con- 
struction program until we reach the period of July 1, 1958, and then 
a substantially continuous construction program up until 1965, and 
then a slight increase throughout the rest of the program until the 
last year, when there is a substantis il increase in the construction. 

So that in the amount of contracts, in the amount of materials re- 
quired, in the equipment required for the actual construction of the 
program, there will be a continuous and gentle rise upward through- 
out the entire program, and not rise at a rapid rate and with a drop- 
off in the rate of construction a few years from now. 

Furthermore, buying more right-of-way today permits us to roll 
that right-of-way ahead so that of the right-of-way we purchase today, 
some of it we will use next year, some will be used the followi ng year, 
some the third year. Of the right-of-way we buy next year some will 
be used in the subsequent years. As the program goes forward, the 
amount of surplus right-of-way bought will gradually decrease until 
there is no surplus at the end of the program. 

Senator Gore. I dislike to bring these extraneous matters in except 
as they occur. I have been aware for a long while of the suicide poles 
placed so near the pavement at given intervals on so many of our 
highways. Irefer to telephone poles and electric utility poles, around 
which many an automobile has been wrapped, killing many people 
whose lives might have been saved if those utility poles had been 
placed at some distance from the line of traffic. 

I hope that, as you administer this program, not only with respect 
to the Interstate ‘Sy stem but with respect to the other systems, that 
this traffic hazard will be prohibited in the future and insofar as it 
exists now it will be eliminated to the extent possible. 

Mr. Tatiamy. I quite agree that it is serious to have immovable 
objects near the edge of the pavement, and it is our objective in the 
development of the Interstate and other highway programs to keep 
any object of a rigid nature as far away from the edge of the pave- 
ment as can be done. 


‘ 
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As pointed out this morning, on signs, there is a limit beyond which 
you cannot go and get reflect tability on the signs. But we certainly 
want to keep: the supports for them to the maximum extent to the right 
of the pavement. The same thing applies to poles and trees, monu- 
ments, stones, rocks, anything of that nature. 

Senator Gore. Even the ‘planting of trees in the middle strip, in 
case of narrow strips, is of questionable value. 

Mr. Tattamy. You are quite correct. 

Senator Gore. A shrub that does not grow to large proportions is 
a different matter. 

Mr. Tattamy. You are quite correct. On narrow media the trend 
toward planting trees has almost disappeared. After this was stopped 
there was a trend toward planting bushes, and that is disappearing 
because of the high maintenance cost that it involves. This applies 
not only in the summer but into the winter when the bushes create 
a snow barrier which causes a drifting of the snow right on to the 
pavement itself. So that has disappeared also. 

Where we have narrow malls you will find almost universally noth- 
ing but grass. We have also found that where the narrow malls exist, 
traffic, when it gets out of control, will very frequently roll onto the 
mall, down it, and then quite often come right back on to the pave- 
ment from which it left, rather than cross over into the opposite line 
of traffic 

That is because of the design of the center mall which is usually 
dished nowadays permits the car to roll in and then out again into 
line of traflic that it origmally left. This is much safer than having 
it go into the opposing lane. 

Senator Revercoms. Mr. Chairman ? 

Senator Gore. Senator Revercomb. 

Senator Revercoms. The Senator from Tennessee has raised a very 
important, practical point on construction. Just one step beyond 
that, what is your plan with respect to downsloping banks on the side 
of the road? Do you expect to put barriers by cable or fence along 
there to protect people from going over those banks if they should 
be caused to leave the pavement é 

Mr. Tatiamy. Yes, sir. We are strong believers in the establish- 
ment of guide rails or guard rails on high embankments, and it will be 
our policy to see that they are constructed. I know from personal ex- 
perience on express highways that they have saved many lives. There 
is no question about it. 

Where the embankment is low, then the slope of the embankment 
is flat and it is not necessary to have the guard rails. Cars have gone 
over them and rolled down, rolled over on a gentle slope, without seri- 
ous accident. I don’t know of a single case where we have had a very 
serious accident on a gentle slope. But we have had many cases where 
I am certain many lives were saved by guard rails on high slopes. 

Senator Gore. Do you have any statistics on the number of casual- 
ties that have occurred, and the fatalities that have occurred, with par- 
ticular reference to rigid utility poles near the traffic lanes? 

Mr. Tattamy. No, I am sorry, I don’t. I don’t know of any ac- 
curate surveys that have been made in regard to that. 

Senator Gore. It would be considerable, wouldn’t it, in your opinion ? 

91140—57——21 
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Mr. Taniamy. Yes, it would. In my opinion it would be consider- 
able. 

Senator Gore. Senator Revercomb ? 

Senator Rrvercoms. Just one more question, on safety on the roads. 
Are you absolutely and completely going to avoid railroad crossings ? 

Mr. Tattamy. Yes,sir. That is paramount. 

Senator Revercoms. Thank you. 

Mr. Tatitamy. There will be no crossing of railroads at grade any- 
where. 

Senator Gorr. This is going back to a subject on which we have 
completed hearings, but w ould you comment on the safety factor 
involved in billboards along the highway 1 rights-of-way ? 

Mr. Tatxamy. As I indicated this morning, because of the large 
number of official signs, and of their large dimensions, to mix up out- 
door advertising signs with those signs I think would be highly 
detrimental to safe traffic movements. 

The matter of safety, resulting from billboards in other instances, 
actual safety, I think depends upon a number of factors. First, the 
characteristic of the sign. If the sign has so much wording on it and 
is of such an interesting nature that the driver tries to read it, while 
going 88 feet a second or faster, he is unable to do it until he follows his 
line of vision for quite a way. If this takes place he is liable to run 
into a serious accident, especially on a heavily traveled expressway. 
The difference in safety between an effect of that nature on an express 
highway and ona normal highway is tremendous. 

Safety is always affected | by the lighting of the signs. Frequently 
signs are brilliantly lighted, and they confuse motorists. Traveling at 
an expressway rate of speed, a confused motorist could jerk the wheel 
into a car traveling alongside of him at 70 miles an hour and a very 
bad situation would result. 

The same thing would apply to colored signs. The matter of nest- 
ing of signs—and that doesn’t necessarily mean a large number of small 
signs but it could be 3 or 4 very large signs—would create the diversion 
of attention of the driver from his job to the sign just long enough on 
a heavily traveled expressway to get him into trouble. 

In spite of the fact I recognize there is a lack of statistics indicating 
the increased safety afforded by regulating signs. I am convinced 
that it is a very important factor nevertheless. 

Senator Gore. Thank you. 

Senator Hruska ? 

Senator Hruska. Mr. Tallamy, as a matter of fact the findings of 
reports of surveys and studies in that field have shown exactly the 
contrary to be true. They have shown no casual relationship between 
the two, have they not? 

The one in Michigan, for example. The studied conclusion of that 
survey team was that there was no indication whatsoever of any cause 
and effect on safety. That was the way I read the report. Maybe you 
have a different interpretation of it. 

Mr. Tatiamy. I don’t know of any survey that has been made of 
outdoor advertising effects on express highways, and I am talking 
of express highways. 

I think there is a vast difference between a diversionary effect of the 
attention of a driver on an express highway as compared to another 
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one where the average rate of speed may be 40 to 50 miles an hour, as 
compared to 60 to 70 miles an hour. 

Senator Hruska. Except in degree, would there be any difference ? 

Mr. Tattamy. Degree would mean a great deal on an expressway. 
If a man’s attention is diverted for a half second on an expressway, 
he travels 44 feet. On the other highway he travels 22. 

Furthermore, on an expressway “his br aking distance is very much 
more than on the other highway. The control of his car is utterly dif- 
ferent. So degree, in this instance, I think is a very important item. 

Senator Hruska. Your statement is interesting and I am sure you 
are an expert in your field or you wouldn’t be where you are, but it 
just seems to me that this is the first time we have had any intimation 
on that subject, to my hearing—maybe there have been other witnesses 
when I wasn’t here—but I had no idea until this time, when you testi- 
fied, that there was any factor of safety involved in this billboard 
business. 

Mr. TatuaAmy. I did admit that I know of no statistics, I know of no 
survey of the effect on safety of outdoor advertising on expressways, 
but I am giving you my sincere opinion on it, and I have traveled 
many, many, many thousands of miles under all conditions on express 
highways. 

Senator Hruska. I respect that opinion because, as I say, I regard 
you as one of the authorities in the field, but after all we sometimes 
like to get away from opinion evidence where we can get statistical] 
or scientific determination. 

Senator Gore. Mr. Tallamy, is it not axiomatic that the very pur- 
pose of advertising along a highway is to attract the attention of the 
traveling public, whether it be a driver or an occupant of a vehicle? 

Mr. Tatitamy. That is correct. 

Senator Gore. You testified this morning that at each turnoff, each 
point of egress and ingress from the highways, to and from the high- 
ways, there would be a total of 20 official directional signs. 

Mr. Tatiamy. Yes, sir. 

Senator Gore. And I believe you testified that as one approaches a 
turnoff, on his right within the last 3 miles before reaching that turn- 
off there would be 10 official signs, approximately 4 of which would 
notify the driver of service facilities—filling stations, restaurants, 
domiciliary accommodations, garages, et cetera. 

How would a clustering or intensification of outdoor advertising 
within that last 3 miles affect the efficiency and service of the official 
signs / 

“Mr. Tattamy. I think it would seriously impair the efficiency of 
the official signs. If the outdoor advertising sign was good at all, 
it would cert tainly attract the driver’s attention and could very well 
be attracting it when an official sign ought to be making an impact 
on his mind and failing to do so w ould get him into trouble or beyond 
his turnoff point. 

I am convinced that a mixing of outdoor advertising signs and of 
official signs would be very detrimental. 

Senator Hruska. And yet, Mr. Tallamy, at those interchanges there 
will be motels, there will be restaurants, there will be a clustering, a 
natural clustering of commercial enterprises, and under the bill as 
we have it, either of these bills that are proposed, the State or local 
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authority can zone that as commercial and therefore except it from 
the nonconstruction of billboard signs, can it not ? 

Mr. Tatuamy. It can. 

Senator Hruska. And very likely would, because if it is a com- 
mercial area it would very likely happen. 

Mr. Tatiamy. It can, and it may, and that is one of the problems 
of zoning at interchanges, which is one of the things I intend to take 
up informally and formally with the State highway people because I 
would like to do whatever possible to make sure that they use their 
technical experience in pointing out to the governing offic ials of local 
communities the great importance of proper land-use zoning in these 
areas which are certain to spring up into commercial enterprises of 
all nature, including industry, in a very short period of time. 

If that is permitted to take place in a laissez faire manner it will 
be much less beneficial to the community than it could otherwise be. 
You have touched on a very important thing, but certainly it is a local 
matter and one that will have to be handled, in my opinion, at the State 
level, at least, and probably at a community level. But I do think that 
we should point out, as I have indicated, to the States and through 
them to local people’s attention, the real need for some constructive 
planning and zoning in our interchanges at once. 

Senator Hruska. I raise that point because I wouldn’t want my 
line of questioning either this morning or now to be interpreted along 
the line that I am opposed to the objectives which the introducers of 
this legislation have. I am just as interested in it as they are. But it 
seems when the limitations of cost and the limitations of legality and 
practicality thrust themselves into the picture, one of them being this 
interchange problem, then one has the right to seriously question 
whether the methods proposed in these bills are the proper way to 
achieve that result. And certainly there is a big loophole in that inter- 
change situation along the lines that we have been disc ussing. 

Mr. Tattamy. There is certainly a big loophole if we are ready to 
believe that a State would pass legislation arbitrarily zoning residen- 
tial and rural areas for commercial purposes merely for outdoor 
advertising. I think that, as I indicated this morning, and as I have 
just indicated now, there should be very carefully planned and de- 
veloped zoning for now and for the future in the areas of our inter- 
changes and possibly other areas, too. I think that is progress and 
that it is legitimate; there isn’t any conflict of our intent and advertis- 
ing-control legislation if a State would proceed in that manner. 

T don’t think a State would just arbitrarily pass legislation sweep- 
ingly encompassing all land in commercial areas just to provide out- 
door advertising. 1 don’t think it is possible. 

Senator Hruska. I would think that is probably right. But at 
interchanges, of course, it would not be an arbitrary zoning. 

Mr. Tatiamy. No. 

Senator Hruska. That it would be an entirely legitimate zoning on 
a commercial basis? 

Mr. Tatiamy. That is right. 

Senator Hruska. If there are restaurants, filling stations, or motels. 
Therefore, at a reasonable distance either way they could completely, 
with justification, zone that for advertising purposes ? 

Mr. Tattamy. That is right. But I don’t know of any way to 
control it. 
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Senator Gort. Mr. Tallamy, is it not a fact that at the points of 
interchange the right-of-way acquired may be much more extensive 
than would be the case on a straightaway section somewhere in be- 
tween exchange points? 

Mr. Tatuamy. That is true. It is more extensive, and it does have 
a beneficial effect on the point. Actually, I know that industrial and 
commercial development in many thousands of areas is going to take 
place near these interchanges, and will extend back along the State 
highway, and to some extent along the Interstate System. Unless 
they are properly zoned and planned, and some method of control 
takes place, they will be objectionable. 

Senator Gore. I am sure all of us hope that this highway program 
will bring about enormous commercial growth and development, vital 
growth and development. But I take it that you will agree with me 
that with respect to the Interstate Highway program, all things, 
including commercial development near points of interchange and 
otherwise, must be secondary to the efficient and safe movement of 
trafhic ? 

Mr. Tatnamy. I do agree with that. If we don’t have a safe high- 
way, then we are defeating the very reason for the development of 
industry and commerce along the highway. It is the safe, convenient, 
fast. smooth-flowing traffic condition which will continuously be avail- 
able on a controlled-access highway which stimulates land develop- 
ment, and which protects property values. If we should design our 
road, or operate our road, or maintain our road in such a fashion as 
to cause it to become congested or hazardous, then I am certain these 
beneficial effects to abutting property would soon be reduced. 

Senator Gore. I assure you that it was wpon that basis that I con- 
cluded to support and did support the limited-access characteristic 
of this system of highways. And it is in that spirit that I approach 
this problem, and I hope it will be in that spirit that I shall approach 
other problems and support you so long as you take that attitude 
in the construction of this program. 

Mr. Tatiamy. Thank you, sir. That will always be my attitude. 

Senator Gore. Then you and I will get along fine. 

Senator Revercome. Mr. Chairman, may I ask a question at this 
point ¢ 

Senator Gore. Senator Revercomb ? 

Senator Revercomn. The subject of limited access has been brought 
up. I take it, Mr. Tallamy, that there can be no hard and fast rule 
as to spacing of access to the highway. It depends entirely upon the 
population and plants as mentioned here that will rise. There is no 
set formula of distances for access roads. 

Mr. TatnAmy. You are correct, there is no set formula. On a free 
system such as this I am confident that you will find, at the outset. 
accesses at every reasonably important State highway, and accesses 
to communities that are adjacent or even quite a few miles away from 
the expressway itself. 

Even on toll-road experience, where accesses are less frequent than 
they would be on a free road because of the economic factor of collect- 
ing tolls, the spacing of interchanges averages on 427 miles of such 
roads in New York, about 8 miles apart. So I would say that in the 
East at least we will find a similar average. 
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Senator Revercoms. Do you find on the New York Thruway at 
these access points that some of them create at certain times of the day 
terrific traffic congestion entering the road, and holding back on the 
entrance / 

Mr. Tatiamy. On the State highway leading to the access ? 

Senator Revercoms. Yes. 

Mr. Tatuamy. Sometimes on the State highway leading to the inter- 
change that takes place. I do suspect that the development of the 
Interstate System will very certainly require a lot of construction 
on the primary system and on the urban system of highways in order 
to prov ide free-flowing traffic to and from the Interstate System. 

Senator Revercoms. In other words, have diverting roads from the 
entering State highway that would divert traftic to several entrances 
onto the throughway / 

Mr. Tattamy. That is particularly important in metropolitan areas. 

Senator Revercoms. I have in mind a trip several years ago, Mr. 
Chairman, going north to Philadelphia beyond Baltimore, where 
there was a very large industrial plant. It was the time of the change 
of shift, and those were leaving. I remember the terrific congestion 
created by the flow. They were held back entering, and the travel on 
the main route was held up. 

I don’t know of any way to meet that problem unless it would be to 
divert into several entrances along the main throughway. 

Mr. Tattamy. That is true, Senator. The matter of diffusion of 
traffic in metropolitan areas is a very important one. You put your 
finger right on it. We can create traffic problems which are far more 
serious than the present ones in urban areas if we don’t use wise plan- 
ning in the location of interchanges leading traffic to and from those 
metropolitan areas. 

We frequently, even on toll road construction, have free sections of 
road where we can take traffic on and off quickly and frequently to 
diffuse it in crossing a metropolitan area. 

Senator Revercoms. My thought in these questions is that, if your 


accesses are too infrequent, you may create a terrific problem at each 
access, 

Mr. Tatiamy. You are right. 

Senator Revercoms. Because if they are close together the traffic 
can diffuse it. 

Mr. Tattamy. Youare right. That is one of the basic criteria that 
we look at every time. 

Senator Revercoms. I am surprised to hear that the average is 8 
miles apart on the great New York Thruway. I thought they would 
be closer together. 

Mr. Tatiamy. Eight miles isn’t too far. That is 8 minutes at 60 
miles an hour. 

Senator Revercoms. Some are closer than 8 miles apart. 

Mr. Tatuamy. In many sections they are much closer than that. 
For example, interchanges are a mile apart in the Buffalo area, and 
about a mile apart for 4 or 5 miles in the Yonkers area. 

Senator Hruska. Mr. Tallamy, I understand there is a provision in 
the current appropriation bill for the Department of Labor of some 

$350,000 from the trust fund for the administrative expense of the 
Bacon-Davis provision. Are you familiar with that? 
Mr. Tattamy. No, sir; I have not seen that. 
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Senator Hruska. Has your Department or has your office been 
asked for any opinion or any position with regard to that 
appropriation / 

Mr. Tatnamy. Not yet. We have not yet been asked for an opinion, 
and I am advised we are not generally asked for an opinion on appro- 
priation matters. 

Senator Hruska. Even when they involve trust funds of this kind 
which are devised and set up for the purpose of construction of 
highways? 

Mr. Tattamy. The policy in asking our opinion might very well 
change, now that we have a trust fund which we didn’ £ have before. 

Senator Hruska. It is a new problem. 

Mr. Tatnamy. Yes. 

Senator Hruska (presiding). Have you finished on your charts? 

Mr. Tatuamy. No. 

(Chart No. 4 is herewith inserted. ) 

Mr. Tatiamy. I won’t bother to take your time to go through this 
chart No. 4. This is a consolidation of the other two and shows the 
total apportionment that will be made, the times that it will be made, 
and the total obligations that would have to be made in order for us 
to expend the money as rapidly as it goes into the trust fund for both 
the ABC and the interstate route program. It is identical to the 
other. 

I thought you might be interested in this chart No. 5, because it is 
quite similar to the previous line of questioning. 

(Chart No. 5 follows :) 
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Mr. Tattamy. Chart 5 shows that in 1957 our revenues are $792 
million and our expenditures $300 million. In 1958, revenues are 
$1,270 million, and our expenditures $1,210 million. 

In 1959, our revenues are $1,268 million, but our expenditures now 
are $1,500 million. 

In 1960 our revenues are $1,259 million, and our expenditures 
$1,600 million. 

In 1961 our revenue is $1,306 million and our expenditures $1,395 
million. And then from then on throughout the rest of the entire 
program our expenditures and our revenues into the trust fund are 
identical. 

Senator Hruska. Will those years 1957 to 1961 pretty well balance 
out as a unit ? 

Mr. Tatitamy. Yes, they do balance. 

Senator Hruska. They do balance out ? 

Mr. Tatuamy. Yes. 

Senator Gore (presiding). Are these estimates based upon original 
estimates of revenues or actual experience thus far with revenues 
and the trust fund accumulation ? 

Mr. Auten. They are based upon the estimates of revenue by the 
Secretary of the Treasury in his report on the status of the trust 
fund issued last March 1. 

Senator Gorn. A year ago? 

Mr. Atten. No. There was a current report. 

Senator Gore. March 1, 1957. 

Mr. Atren. March 4, 1957. 

Senator Gore. So it is based on actual experience as to the status 
of the revenues in the fund ? 

Mr. Auten. Experience only to the extent of about 8 months. 

Senator Gore. Thank you. 

Senator Hruska. But the experience ending February 28? 

Mr. Auten. That is right. 

Senator Hruska. 1957? 

Mr. Aten. Yes, sir. 

Mr. Tauitamy. I have described the way we have planned our 
schedule of obligations. 

Referring to chart 3, this is the line that we want to watch in the 
future to determine whether or not we are on schedule. This is the 
line that you have got to watch as far as I am concerned; it is the 
line that I have to watch as far as my staff and the States are con- 
cerned [referring to blue line]. 

If we are on this blue line, we are on schedule. As of the first of 
this month, we have obligated $1 billion. 

Senator Gorr. By “we” do you mean the Bureau of Roads? 

Mr. Tattamy. ‘The States have obligated $1 billion for the Inter- 
state System. 

Senator Gore. At that point—and I[ hope other Senators will like- 
wise feel free to interject questions—at the beginning of this review, 
which began about 3 months ago, some States had obligated 100 per- 
cent of 1957 funds; some States had obligated no 1957 funds; a num- 
ber had obligated less than 20 percent. I understood from Captain 
Curtiss that considerable improvement had been made and that pos- 
sibly—maybe he didn’t say it and maybe I only presumed—that pos- 
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sibly as a result of the hearing some improvement had been made, 
some progress made toward a more uniform status. 

Mr. Tatiamy. I would say that we are making some progress in that 
field. There is more progress to be made. 

Senator Gore. What is the status? 

Mr. Tattamy. The status now is that we have 10 States that have 
used up, by obligation, all of their 1957 money and are into their 1958 
money. 

Senator Gore. Will you give us those States ¢ 

Mr. Tattamy. Yes. They are Maryland, Rhode Island, California, 
New Mexico, Illinois, Ohio, New York, Missouri, Minnesota, and 
Oregon. 

We have 12 States that are 75 to 100 percent covered insofar as their 
apportionment for 1957 is concerned. They are Colorado, Tennessee, 
Texas, Connecticut, Pennsylvania, Michigan, Wyoming, Mississippi, 
Florida, Iowa, Massachusetts, and the District of Columbia. 

We have 9 States that are 50 to 75 percent obligated. They are 
Alabama, Montana, Arizona, Wisconsin, Kansas, Kentucky, South 
Dakota, Oklahoma, and Washington. 

There are 8 States that are 25 to 50 percent allocated: Arkansas, 
Georgia, North Dakota, Vermont, North Carolina, Louisiana, Utah, 
and Delaware. 

And we have 10 States that are zero to 25 percent 

Senator Gore. Do we still have some at zero? 

Mr. Tatuamy. We have one zero. 

Senator Gore. Which is that? 

Mr. Tatitamy. New Jensey. 

Senator Gore. I think the committee may want to hold a hearing 
in New Jersey. 

Senator Hruska. Probably in the legislative chambers of the State 
of New Jersey. 

Senator Revercoms. When you say “allocated” —— 

Mr. Tatiamy. Obligated. 

Senator Hruska. You didn’t say allocated but obligated. Those 
States have obligated themselves to come through to meet this per- 
centage of the apportionment given them ? 

Mr. TatiAmy. That is right. for the year 1957. 

Senator Revercoms. Will you name those? 

Mr. Tatiamy. There is one zero. The 10 States are: New Hamp- 
shire, South Carolina, Indiana, Virginia, Idaho, Nevada, Maine, 
Nebraska, West Virginia, and New Jersey. 

Senator Gore. Will you read into the record the percentage of the 
last 10, ending with New Jersey at zero? 

Mr. Tatramy. New Hampshire, 23 percent; South Carolina, 23; 
Indiana, 22; Virginia, 19; Idaho, 17; Nevada, 14; Maine, 11; Nebras- 
ka, 9; West Virginia, 7; New Jersey, zero. 

I might point out that New Jersey has obligated $2,889,000 of last 
year’s apportionment this year. 

Senator Hruska. Is that the case in other States, that they have had 
to catch up with previous obligations ? 

Mr. Tariamy. Yes. 

Senator Hrusxa. Isn’t it true in some other States that there are 
pending in their various legislatures measures which will bring them 
sufficient revenue to get this job done? 
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Mr. Tattamy. There is no doubt about that. I think we might, in 
fairness to some of these States that are down at the lower end of the 
percentage of obligation table, recognize that some of the States that 
are at the high end have been planning ahead of time. In many in- 
stances they did have a large number of plans, rights-of-way pur- 
chased, and were quite ready to go ahead with construction as soon 
as the 1956 act was passed. They had a running start. 

Some of the other States did not have a running start and it does 
take quite a long period of time, in all fairness, to survey a line, to 
clo the test borings, to design the bridges, and get them under contract. 
If those same States are down in that same column at the end of the 
year, then it would be quite critical. But I would say after the first 
6 months that maybe they are just about ready to move in now with 
some sizable work. 

Senator Revercoms. May I ask you, must the State have 100 per- 
cent of the cost that is allocated against its mileage for that year 
obligated before you can go ahead ? 

Mr. Tatiamy. In that State? 

Senator Revercoms. Within that State. 

Mr. Tatiamy. No. 

Senator Revercoms. You do not wait for 100 percent obligation? 

Mr. Tatiamy. No, sir. 

Senator Gore. It is on a project basis? 

Mr. Tattamy. It is project by eer 

Senator Revercoms. Suppose that 7 percent of the allocated cost to 
a State, that only 7 percent has been paid, to what extent would that 
stop the construction ? 

Mr. Tattamy. Actually, what it means is that they have only pro- 
ceeded with 7 percent of the amount of money they have available. 
They could proceed at a much greater rate if they have their plans 
and are ready to do so. 

Senator Revercoms. In other words, the percentage of the amount 
that you have obligated to them, based upon the mileage and the cost 
of that mileage, would determine how far they can go under the pres- 
ent situation of the obligation, up to the amount of the obligation ? 

To make myself clear: If a State has up to this date obligated 
itself to pay, say, only 7 percent, it can’t build more than 7 percent of 
the cost of the allocated mileage to that State, or can it ? 

Mr. Tatiamy. If you are speaking of State money, 7 percent State 
money, then if they only have 7 percent of the State money necessary 
to match all of the Federal money 

Senator Rrvercoms. That’s mght. Seven percent of the 10 per- 
cent. 

Mr. Tatiamy. Then, of course, they can only have 7 percent of the 
Federal money. 

Senator Revercoms. That is the way it goes. 

Mr. Tattamy. The same percentage applies to both. 

Senator Revercoms. Following that, then I ask the question I asked 
before: They can only build 7 percent of the cost of the roadway, is 
that correct ? 

Mr. Tatiamy. That’s right. 

Senator Revercoms. What is the date of these percentages that you 
have given us? 

Mr. Tatitamy. Mareh 31, 1957. 
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Senator Gore. Mr. Tallamy, you said that certain of these States 
may be ready to obligate funds, some such climaxing move—though 
I am not attempting to quote you exactly. Would not the Bureau 
of Roads be in possession of such information / 

Mr. Tatxamy. Yes, but not necessarily in the Washington office. 
The district office, our district office in each State, is in daily contact 
with the State offices and is doing everything to expedite approvals 
of the Bureau of Public Road and to maintain the States’ schedules. 

When the State actually submits a request to the Bureau for an 
obligation, that immediately comes to the Washington office. So 
there may be a case where 2 or 3 projects in a State involving $15 
or $20 million may be just ready to go to our district office and yet 
not have gone there, but our district office knows about it because 
it is in daily contact with the State. 

Senator Gorr. At the beginning of this hearing, this review, I 
expressed concern and apprehension over two things principally. 
One, the lack of uniformity of progress, and two, the threatened 
shortage of materials, particularly steel. Your testimony now con- 
firms my apprehension with respect to the lack of uniform progress. 
1 do hope that your efforts to improve that situation will be successful. 

Mr. Tarzan. I think it will. We want to keep in mind that there 
is a factor regarding uniformity of progress that is involved in the 
apportionments and that some States do get a little more money 
than others insofar as the construction of the Interstate System is 
concerned. 

Let. me state that another way. One State may be getting one- 
thirteenth of its cost of constructing the Interstate System the first 
vear, and another State be getting, say. 20 percent. Maybe that is a 
little too much, say 10. percent of its cost of building the Interstate 
System. If all of the Interstate Svstem was to be completed at the 
same time, then the State that is getting a little more money the first 
year would not have to obligate as much of the money it received the 
first year to be actually on.a level with the State that got less money 
the first year insofar as physical progress is concerned. 

Senator Revercoms., Mr. Tallamy, why do they not get 90 percent 
each year of what is expended for that vear ? 

Mr. Tattamy. The apportionment is based on a formula and the 
formula cannot obviously precisely indicate the cost of completing the 
Interstate System in every State. 

Senator Revercomse. One further question: I am very much inter- 
ested in the effect of the different percentages that have been put up by 
the States or obligated by the States of their allocation. Will that 
affect in any way, that is, will the differences in percentages in the 
respective States in any way affect the going ahead with the program 
in the several States? 

Mr. Tatiamy. I don’t see how it could: no. 

Senator Revercoms. In other words, because one State government 
has obligated itself for a less percentage than another State government 
does not. necessarily mean that the work will be held up or not advance 
as fast in the State with the less obligated funds? 
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Mr. Tattamy. The State that fails to or is unable to match all of the 
Federal aid will not be able to go as fast as another State which can, 
but that mere fact does not have any effect upon a State which can go 
ahead with its program, 

Senator Revercoms. But it has not. 

Mr. Tatiamy. Yes. 

Senator Rrevercoms. That is the situation. You realize there are 
many factors which may affect them. They can say today “I obligate 
myself for so much,” when you know quite well that they can do it. 

Mr, Tattamy. If they deliberately don’t do it for one reason or 
another, that still has no effect on other States. But it does hold them 
back, 

Senator Revercoms. It holds them back. It wouldn’t hold back the 
starting of the work but might hold back the progress until they come 
up and matched the funds? Is that correct 4 

Mr. Tatitamy. That is correct. 

Senator Revercoms. Thank you, sir. 

Senator Hruska. Mr. Tallamy, one further question, and it has to 
do again with that appropriation for the Labor Department on the 
Davis-Bacon Act. I appreciate that it is a new problem, it is one that 
you haven't met up with yet, but I wonder if you wouldn’t undertake to 
consider what the position of your Department would be on it and 
furnish a statement for the record in that regard, having in mind, item 
one, that it is a trust fund which certainly this committee and perhaps 
other segments of Congress had im mind for construction purposes; and 
having further in mind that insofar as certainly I am aware, no other 
project has been called upon to bear the cost of administration of 
Davis-Bacon appropriations such as is being done apparently in this 
case, 

Could you do that for us and furnish the statement for the record ? 

Mr. Tatiamy. Yes; surely. 

Senator Gore. Would you comment on the threatened shortage of 
steel / 

Mr. Tattamy. Yes, I would be very glad to; because I don’t believe 
that that problem is going to be as serious as one might think it would. 
Actually, in the past we have been held up a great deal by a shortage 
of structural steel in many areas, and this has caused delay in con- 
struction by many months sometimes. We have noticed also a sub- 
stantial rise in the cost of structural steel for bridge purposes. 

Senator Gorr. May I add there that steel officials testifying before 
this committee forecast a still further rise. 

Mr. Tattamy. That has been the trend. If they say so, certainly 
IT wouldn’t contradict it when I look at the trend. 

Senator Gore. It takes only about three of them to confirm it. 

Mr. Tattamy. When one looks at those factors you naturally expect 
to become quite concerned, because we will have almost one bridge a 
mile in this Interstate System, and it is pretty serious if our program 
would be delayed substantially. 

Senator Gore. That is 41,000 bridges. 
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Mr. Tatuamy. It could be. However, I am not really concerned 
about it. I am not because we have a good substitute in prestressed 
concrete. 

Senator Gore. Mr. Tallamy, prestressed concrete, according to the 
explanations that I have had of it, itself requires a great deal of steel. 

Mr. Tatitamy. Yes; but it doesn’t require anywhere near the same 
percentage of steel. Therefore, you can get a bridge with a far 
smaller tonnage of steel. In addition, prestressed concrete requires a 
type of steel which has not been in short supply, by that I mean heavy 
wires or very fine rods. 

Senator Gore. Isn’t there another limiting factor in that the pre- 
stressed concrete is not economical except in large structures / 

Mr. Tatiamy. No; that is not our experience any more. I would 
say that you would be right if we were talking about the cost of pre- 
stressed steel in structures—I would eliminate the word “large” as of 
5 or 6 years ago. We have plenty of evidence now that prestressed 
concrete in small structures and in long structures is competitive with 
structural steel, and in many cases we have received bids where the 
price was less than structural steel. 

Furthermore, as contractors are becoming familiar with the use of 
it, and the skilled workers are now more familiar with the making 
of the forms, and with the tensioning of the steel, they are learning 
that this is not something so theoretical as to be beyond their ability. 
They are all taking it in their stride. The more contractors that have 
experience with using it, the more carpenters that have experience 
with the developing of the type of form, and the more steelworkers 
that have experience in stretching the wires, the cheaper will pre- 
stressed concrete become. 

I am sure that it is going to be highly competitive. 

Furthermore, as we reduce the need for structural steel through 
the use of prestressed concrete, two things will happen or can happen. 
One is obviously that since competition is a great governor of price, 
it will help the price market. But possibly more important that that, 
in view of the fact we can build bridges of prestressed concrete for the 
same price or less, is the fact that it will make steel available for the 
very long span bridges for which we have to use structural steel. 

In other words, many short-span bridges will not be competing for 
the steel which we need for the long bridges. I am not a bit con- 
cerned about the steel market as soon as the boys get in stride and 
get familiar with the use of prestressed concrete. 

Senator Hruska (presiding). Have you any questions, Senator? 

Senator Revercoms. No, sir. 

Senator Hruska. Mr. Tallamy, would you furnish a copy of that 
table from which you read as to the status of the various States in 
this program ? 

Mr. Tatuamy. Yes, sir; I will give it to the clerk now. 

(The table referred to follows:) 
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Senator Hruska. Unless you have something further that you 


would like to comment upon, Mr. Tallamy, we will adjourn at this 
time. 


I have been asked by the chairman to announce that we will have an 
executive committee meeting of this subcommittee on April 15. 

Thank you for coming in. 

(Thereupon, at 4 p. m., the committee adjourned. ) 
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